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(A) Debt obligations issued by the Associa-
tion.

(B) Contracts relating to interest rate,
currency, or commodity positions or protec-
tions.

(C) Investment securities owned by the As-
sociation.

(D) Any instruments, assets, or agree-
ments described in section 1087-2(d) of this
title (including, without limitation, all stu-
dent loans and agreements relating to the
purchase and sale of student loans, forward
purchase and lending commitments, ware-
housing advances, academic facilities obliga-
tions, letters of credit, standby bond pur-
chase agreements, liquidity agreements, and
student loan revenue bonds or other loans).

(E) Except as specifically prohibited by
this section or section 1087-2 of this title,
any other nonmaterial assets or liabilities of
the Association which the Association’s
Board of Directors determines to be nec-
essary or appropriate to the Association’s
operations.

(6) Reorganization

The term ‘‘reorganization’” means the re-
structuring event or events (including any
merger event) giving effect to the Holding
Company structure described in subsection (a)
of this section.

(7) Reorganization effective date

The term ‘‘reorganization effective date”
means the effective date of the reorganization
as determined by the Board of Directors of the
Association, which shall not be earlier than
the date that shareholder approval is obtained
pursuant to subsection (b) of this section and
shall not be later than the date that is 18
months after September 30, 1996.

(8) Subsidiary

The term ‘‘subsidiary’ means one or more
direct or indirect subsidiaries.

(Pub. L. 89-329, title IV, §440, as added Pub. L.
104-208, div. A, title I, §101(e) [title VI, §602(a)],
Sept. 30, 1996, 110 Stat. 3009-233, 3009-275.)

REPEAL OF SECTION

Pub. L. 104-208, div. A, title I, §101(e) [title
VI, §602(d)], Sept. 30, 1996, 110 Stat. 3009-233,
3009-289, provided that this section is repealed
effective one year after date on which all obli-
gations of trust established under subsec. (d)(1)
of this section have been extinguished, if reor-
ganization occurs in accordance with this sec-
tion, or date on which all obligations of trust
established under section 1087-2(s)(3)(A) of this
title have been extinguished, if reorganization
does not occur in accordance with this section.

REFERENCES IN TEXT

Section 1155(e) of this title, referred to in subsecs.
(¢)(9)(B) and (e)(3), was in the original a reference to
section 3(e) of the Student Loan Marketing Association
Reorganization Act of 1996, and was translated as read-
ing section 603(e) of that Act, which is Pub. L. 104-208,
div. A, title I, §101(e) [title VI, §603(e)], Sept. 30, 1996,
110 Stat. 3009-233, 3009-293, to reflect the probable in-
tent of Congress, because that Act does not contain a
section 3(e), but does contain a section 603(e) which es-
tablishes the account referred to in text.
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PRIOR PROVISIONS

A prior section 1087-3, Pub. L. 89-329, title IV, §439A,
as added Pub. L. 94-482, title I, §127(a), Oct. 12, 1976, 90
Stat. 2141, related to a five-year nondischargeability of
certain loan debts, prior to repeal by Pub. L. 95-598,
title III, §317, Nov. 6, 1978, 92 Stat. 2678, eff. Nov. 6, 1978.

A prior section 1087-3a, Pub. L. 89-329, title IV, §439B,
as added Pub. L. 95-566, §8, Nov. 1, 1978, 92 Stat. 2404,
authorized any loan under this part to be counted as
part of the expected family contribution in the deter-
mination of need, prior to repeal by Pub. L. 97-35, title
V, §532(b)(2), Aug. 13, 1981, 95 Stat. 452, applicable to
loans for the statement required by section 1078(a)(2)(A)
of this title is completed on or after Oct. 1, 1981.

§1087-4. Discrimination in secondary markets
prohibited

The Student Loan Marketing Association
(and, if the Association is privatized under sec-
tion 1087-3 of this title, any successor entity
functioning as a secondary market for loans
under this part, including the Holding Company
described in such section) shall not engage di-
rectly or indirectly in any pattern or practice
that results in a denial of a borrower’s access to
loans under this part because of the borrower’s
race, sex, color, religion, national origin, age,
disability status, income, attendance at a par-
ticular eligible institution, length of the bor-
rower’s educational program, or the borrower’s
academic year at an eligible institution.

(Pub. L. 89-329, title IV, §440A, as added Pub. L.
104-208, div. A, title I, §101(e) [title VI, §604],
Sept. 30, 1996, 110 Stat. 3009-233, 3009-293.)

PRIOR PROVISIONS

A prior section 1087-4, Pub. L. 89-329, title IV, §440, as
added Pub. L. 94-482, title I, §127(a), Oct. 12, 1976, 90
Stat. 2141, provided for criminal penalties, prior to re-
peal by Pub. L. 96-374, title IV, §451(b), Oct. 3, 1980, 94
Stat. 1458, eff. Oct. 1, 1980. See section 1097 of this title.

PART C—WILLIAM D. FORD FEDERAL DIRECT
LOAN PROGRAM

CODIFICATION

This part was, in the original, part D of title IV of
Pub. L. 89-329, the Higher Education Act of 1965. The
letter designation was changed from ‘D’ to *“C” for
codification purposes. Part C of title IV of Pub. L.
89-329, consisting of sections 441 to 447, as added by
Pub. L. 99-498, title IV, §403(a), Oct. 17, 1986, 100 Stat.
1429, is set out as section 2751 et seq. of Title 42, The
Public Health and Welfare, because sections 441 to 446
of Pub. L. 89-329 had originally been enacted as part C
of title I of the Economic Opportunity Act of 1964, con-
sisting of sections 121 to 126 of Pub. L. 88-452, Aug. 20,
1964, 78 Stat. 513, prior to the transfer of such sections
into Pub. L. 89-329, and had already been classified to
section 2751 et seq. of Title 42 at the time of the trans-
fer.

§ 1087a. Program authority

(a) In general

There are hereby made available, in accord-
ance with the provisions of this part, such sums
as may be necessary (1) to make loans to all eli-
gible students (and the eligible parents of such
students) in attendance at participating institu-
tions of higher education selected by the Sec-
retary, to enable such students to pursue their
courses of study at such institutions during the
period beginning July 1, 1994; and (2) for pur-
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chasing loans under section 1087i-1 of this title.
Loans made under this part shall be made by
participating institutions, or consortia thereof,
that have agreements with the Secretary to
originate loans, or by alternative originators
designated by the Secretary to make loans for
students in attendance at participating institu-
tions (and their parents).

(b) Designation
(1) Program

The program established under this part
shall be referred to as the ‘“William D. Ford
Federal Direct Loan Program”’.

(2) Direct loans

Notwithstanding any other provision of this
part, loans made to borrowers under this part
that, except as otherwise specified in this
part, have the same terms, conditions, and
benefits as loans made to borrowers under sec-
tion 1078 of this title, shall be known as ‘‘Fed-
eral Direct Stafford/Ford Loans”.

(Pub. L. 89-329, title IV, §451, as added Pub. L.
99-498, title IV, §404, Oct. 17, 1986, 100 Stat. 143T7;
amended Pub. L. 102-325, title IV, §451, July 23,
1992, 106 Stat. 569; Pub. L. 103-66, title IV, §4021,
Aug. 10, 1993, 107 Stat. 341; Pub. L. 103-382, title
III, §358A, Oct. 20, 1994, 108 Stat. 3968; Pub. L.
110-227, §7(a), May 7, 2008, 122 Stat. 746.)

PRIOR PROVISIONS

A prior section 1087a, Pub. L. 89-329, title IV, §451, as
added Pub. L. 90-575, title I, §141, Oct. 16, 1968, 82 Stat.
1031; amended Pub. L. 92-318, title I, §136(a), (b)(1), June
23, 1972, 86 Stat. 272, authorized appropriations for coop-
erative education programs from the fiscal year ending
June 30, 1969, through the fiscal year ending prior to
July 1, 1975, prior to repeal by Pub. L. 94-482, title I,
§129(a), Oct. 12, 1976, 90 Stat. 2144, eff. 30 days after Oct.
12, 1976.

AMENDMENTS

2008—Subsec. (a). Pub. L. 110-227, in first sentence, in-
serted ‘(1) before ‘‘to make loans’ and ‘‘; and (2) for
purchasing loans under section 1087i-1 of this title’ be-
fore period at end and, in second sentence, substituted
“Loans made under this part shall” for ‘“Such loans
shall”.

1994—Pub. L. 103-382 designated existing provisions as
subsec. (a), added heading, and added subsec. (b).

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to program authority for
former provisions relating to program and payment au-
thority.

1992—Pub. L. 102-325 amended section generally, sub-
stituting provisions relating to program and payment
authority for Federal direct loan demonstration pro-
gram for former provisions relating to statement of
purpose of income contingent direct loan demonstra-
tion project.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective Oct. 1, 1992,
see section 2 of Pub. L. 102-325, set out as a note under
section 1001 of this title.

INCOME CONTINGENT LOAN DISTRIBUTION OF FUNDS

Section 452 of Pub. L. 102-325 provided that:

‘“‘(a) IN GENERAL.—After September 30, 1992, and not
later than March 31, 1992, the capital balance of the
student loan fund established under part D of title IV
of the Higher Education Act of 19656 [20 U.S.C. 1087a et
seq.] (as such Act was in effect on the date of enact-
ment of this Act [July 23, 1992]) shall be distributed by
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allowing institutions to transfer any remaining funds,
including future collections and all other funds at the
institution’s discretion, to such institution’s part E [20
U.S.C. 1087aa et seq.] account, part C [42 U.S.C. 2751 et
seq.] fund, or subpart 3 of part A [20 U.S.C. 1070b et seq.]
fund under the terms and conditions of the appropriate
program.

“(b) CONVERSION OF EXISTING LOANS.—Institutions
may, after July 1, 1992, convert all outstanding loans
made under part D of title IV of the Higher Education
Act of 1965 [20 U.S.C. 1087a et seq.] (as such Act was in
effect on such date) to part E [20 U.S.C. 1087aa et seq.]
loans, provided that such institution—

‘(1) notify the borrower of such conversion;

‘(2) obtain a signed part E promissory note from
the borrower for the remaining amount outstanding;
and

“(8) provide the borrower in writing with a descrip-
tion of all terms and conditions of the new loan.”

§1087b. Funds for origination of direct student
loans

(a) In general

The Secretary shall provide, on the basis of
the need and the eligibility of students at each
participating institution, and parents of such
students, for such loans, funds for student and
parent loans under this part—

(1) directly to an institution of higher edu-
cation that has an agreement with the Sec-
retary under section 1087d(a) of this title to
participate in the direct student loan pro-
grams under this part and that also has an
agreement with the Secretary under section
1087d(b) of this title to originate loans under
this part; or

(2) through an alternative originator des-
ignated by the Secretary to students (and par-
ents of students) attending institutions of
higher education that have an agreement with
the Secretary under section 1087d(a) of this
title but that do not have an agreement with
the Secretary under section 1087d(b) of this
title.

(b) No entitlement to participate or originate

No institution of higher education shall have a
right to participate in the programs authorized
by this part, to originate loans, or to perform
any program function under this part. Nothing
in this subsection shall be construed so as to
limit the entitlement of an eligible student at-
tending a participating institution (or the eligi-
ble parent of such student) to borrow under this
part.

(c) Delivery of loan funds

Loan funds shall be paid and delivered to an
institution by the Secretary prior to the begin-
ning of the payment period established by the
Secretary in a manner that is consistent with
payment and delivery of Federal Pell Grants
under subpart 1 of part A of this subchapter.

(d) Institutions outside the United States

Loan funds for students (and parents of stu-
dents) attending institutions outside the United
States shall be disbursed through a financial in-
stitution located or operating in the United
States and designated by the Secretary to serve
as the agent of such institutions with respect to
the receipt of the disbursements of such loan
funds and the transfer of such funds to such in-
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stitutions. To be eligible to receive funds under
this part, an institution outside the United
States shall make arrangements with the agent
designated by the Secretary under this sub-
section to receive funds under this part.

(Pub. L. 89-329, title IV, §452, as added Pub. L.
99-498, title IV, §404, Oct. 17, 1986, 100 Stat. 1437;
amended Pub. L. 102-325, title IV, §451, July 23,
1992, 106 Stat. 569; Pub. L. 103-66, title IV, §4021,
Aug. 10, 1993, 107 Stat. 341; Pub. L. 105-33, title
VI, §6102, Aug. 5, 1997, 111 Stat. 652; Pub. L.
105-244, title IV, §401(g)(5), Oct. 7, 1998, 112 Stat.
1652; Pub. L. 111-152, title II, §2209(a), Mar. 30,
2010, 124 Stat. 1077.)

PRIOR PROVISIONS

A prior section 1087b, Pub. L. 89-329, title IV, §452, as
added Pub. L. 90-575, title I, §141, Oct. 16, 1968, 82 Stat.
1031, authorized grants for programs of cooperative edu-
cation, prior to repeal by Pub. L. 94-482, title I, §129(a),
Oct. 12, 1976, 90 Stat. 2144, eff. 30 days after Oct. 12, 1976.

AMENDMENTS

2010—Subsec. (d). Pub. L. 111-152 added subsec. (d).

1998—Subsec. (c). Pub. L. 105-244 substituted ‘‘Federal
Pell Grants’ for ‘‘basic grants’’.

1997—Subsecs. (b) to (d). Pub. L. 105-33 redesignated
subsecs. (¢) and (d) as (b) and (c), respectively, and
struck out former subsec. (b) which required the Sec-
retary to pay fees to institutions of higher education
and alternative loan originators to assist in meeting
the cost of loan origination.

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to funds for origination of
direct student loans for former provisions relating to
payment rules.

1992—Pub. L. 102-325 amended section generally, sub-
stituting provisions relating to payment rules for
former provisions authorizing demonstration projects.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-244 effective Oct. 1, 1998,
except as otherwise provided in Pub. L. 105-244, see sec-
tion 3 of Pub. L. 105-244, set out as a note under section
1001 of this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective Oct. 1, 1992,
see section 2 of Pub. L. 102-325, set out as a note under
section 1001 of this title.

§1087c. Selection of institutions for participation
and origination

(a) General authority

The Secretary shall enter into agreements
pursuant to section 1087d(a) of this title with in-
stitutions of higher education to participate in
the direct student loan program under this part,
and agreements pursuant to section 1087d(b) of
this title with institutions of higher education,
or consortia thereof, to originate loans in such
program, for academic years beginning on or
after July 1, 1994. Alternative origination serv-
ices, through which an entity other than the
participating institution at which the student is
in attendance originates the loan, shall be pro-
vided by the Secretary, through 1 or more con-
tracts under section 1087f(b) of this title or such
other means as the Secretary may provide, for
students attending participating institutions
that do not originate direct student loans under
this part. Such agreements for the academic
year 1994-1995 shall, to the extent feasible, be en-
tered into not later than January 1, 1994.
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(b) Selection criteria

(1) Application

Each institution of higher education desir-
ing to participate in the direct student loan
program under this part shall submit an appli-
cation satisfactory to the Secretary contain-
ing such information and assurances as the
Secretary may require.

(2) Selection procedure

The Secretary shall select institutions for
participation in the direct student loan pro-
gram under this part, and shall enter into
agreements with such institutions under sec-
tion 1087d(a) of this title, from among those
institutions that submit the applications de-
scribed in paragraph (1), and meet such other
eligibility requirements as the Secretary shall
prescribe.

(c) Selection criteria for origination
(1) In general

The Secretary may enter into a supple-
mental agreement with an institution (or a
consortium of such institutions) that—

(A) has an agreement under subsection?
1087d(a) of this title;
(B) desires to originate loans under this
part; and
(C) meets the criteria described in para-
graph (2).
(2) Selection criteria

The Secretary may approve an institution to
originate loans only if such institution—

(A) is not on the reimbursement system of
payment for any of the programs under sub-
part 1 or 3 of part A of this subchapter, part
C of subchapter I of chapter 34 of title 42, or
part D of this subchapter;

(B) is not overdue on program or financial
reports or audits required under this sub-
chapter;

(C) is not subject to an emergency action,
or a limitation, suspension, or termination
under section 1078(b)(1)(T), 1082(h), or 1094(c)
of this title;

(D) in the opinion of the Secretary, has not
had severe performance deficiencies for any
of the programs under this subchapter, in-
cluding such deficiencies demonstrated by
audits or program reviews submitted or con-
ducted during the 5 calendar years imme-
diately preceding the date of application;

(E) provides an assurance that such insti-
tution has no delinquent outstanding debts
to the Federal Government, unless such
debts are being repaid under or in accord-
ance with a repayment arrangement satis-
factory to the Federal Government, or the
Secretary in the Secretary’s discretion de-
termines that the existence or amount of
such debts has not been finally determined
by the cognizant Federal agency; and

(F') meets such other criteria as the Sec-
retary may establish to protect the financial
interest of the United States and to promote
the purposes of this part.

(d) Eligible institutions

The Secretary may not select an institution of
higher education for participation under this

180 in original. Probably should be ‘‘section’.
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section unless such institution is an eligible in-
stitution under section 1085(a) of this title.

(e) Consortia

Subject to such requirements as the Secretary
may prescribe, eligible institutions of higher
education (as determined under subsection (d) of
this section) with agreements under section
1087d(a) of this title may apply to the Secretary
as consortia to originate loans under this part
for students in attendance at such institutions.
Each such institution shall be required to meet
the requirements of subsection (c¢) of this sec-
tion with respect to loan origination.

(Pub. L. 89-329, title IV, §453, as added Pub. L.
99-498, title IV, §404, Oct. 17, 1986, 100 Stat. 1438;
amended Pub. L. 102-325, title IV, §451, July 23,
1992, 106 Stat. 569; Pub. L. 103-66, title IV, §4021,
Aug. 10, 1993, 107 Stat. 342; Pub. L. 103-208, §2(e),
Dec. 20, 1993, 107 Stat. 2470; Pub. L. 105-244, title
IV, §451, Oct. 7, 1998, 112 Stat. 1715; Pub. L.
111-39, title IV, §404(b)(1), July 1, 2009, 123 Stat.
1946.)

CODIFICATION

Amendment by section 2 of Pub. L. 103-208 (which was
effective as if included in Pub. L. 102-325) was executed
to this section as amended by Pub. L. 102-325 and Pub.
L. 103-66, to reflect the probable intent of Congress.

PRIOR PROVISIONS

A prior section 1087c, Pub. L. 89-329, title IV, §453, as
added Pub. L. 90-575, title I, §141, Oct. 16, 1968, 82 Stat.
1032; amended Pub. L. 92-318, title I, §136(b)(2), June 23,
1972, 86 Stat. 272, authorized grants and contracts for
training and research in cooperative education pro-
grams, prior to repeal by Pub. L. 94-482, title I, §129(a),
Oct. 12, 1976, 90 Stat. 2144, eff. 30 days after Oct. 12, 1976.

AMENDMENTS

2009—Subsec. (¢)(3). Pub. L. 111-39 struck out par. (3).
Text read as follows: ‘“The Secretary shall promulgate
and publish in the Federal Register regulations govern-
ing the approval of institutions to originate loans
under this part in accordance with section 1087g(a)(2) of
this title.”

1998—Subsec. (a). Pub. L. 105-244, §451(a), amended
heading, redesignated par. (1) as entire subsec., and
struck out pars. (2) to (4) which provided for transition
from loan programs under part B of this subchapter to
direct student loan program under this part and defined
term ‘‘new student loan volume’’.

Subsec. (b)(2). Pub. L. 105244, §451(b), substituted
“prescribe.” for ‘‘prescribe, by, to the extent possible—

‘“(A)() categorizing such institutions according to
anticipated loan volume, length of academic pro-
gram, control of the institution, highest degree of-
fered, size of student enrollment, geographic loca-
tion, annual loan volume, and default experience; and

““(ii) beginning in academic year 1995-1996 selecting
institutions that are reasonably representative of
each of the categories described pursuant to clause

(i); and

“(B) if the Secretary determines it necessary in

order to carry out the purposes of subparagraph (A)

and attain such reasonable representation (as re-

quired by subparagraph (A)), selecting additional in-
stitutions.”

Subsec. (¢)(2). Pub. L. 105-244, §451(c)(1)(A), (B), sub-
stituted ‘‘Selection criteria” for ‘‘Transition selection
criteria’ in heading and ‘‘The Secretary’’ for ‘‘For aca-
demic year 1994-1995, the Secretary’ in introductory
provisions.

Subsec. (¢)(2)(A). Pub. L. 105-244, §451(c)(1)(E), redes-
ignated subpar. (B) as (A).

Pub. L. 105244, §451(c)(1)(C), struck out subpar. (A)
which read as follows: ‘“‘made loans under part D of this
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subchapter in academic year 1993-1994 and did not ex-
ceed the applicable maximum default rate under sec-
tion 1087bb(g) of this title for the most recent fiscal
year for which data are available;”.

Subsec. (¢)(2)(B) to (D). Pub. L. 105-244, §451(c)(1)(E),
redesignated subpars. (C), (D), and (F) as (B) to (D), re-
spectively. Former subpar. (B) redesignated (A).

Subsec. (¢)(2)(E). Pub. L. 105-244, §451(c)(1)(E), redes-
ignated subpar. (G) as (E).

Pub. L. 105-244, §451(c)(1)(D), struck out subpar. (E)
which read as follows: ‘‘in the opinion of the Secretary,
has not had significant deficiencies identified by a
State postsecondary review entity under subpart 1 of
part G of this subchapter;”.

Subsec. (¢)(2)(F) to (H). Pub. L. 105-244, §451(c)(1)(E),
redesignated subpars. (G) and (H) as (E) and (F), respec-
tively. Former subpar. (F) redesignated (D).

Subsec. (¢)(3). Pub. L. 105-244, §451(c)(2), struck out
‘‘after transition’ after ‘‘approval’’ in heading and sub-
stituted ‘‘The Secretary’” for ‘“‘For academic year
1995-1996 and subsequent academic years, the Sec-
retary’’ in text.

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to selection of institutions
for participation and origination for former provisions
relating to selection by Secretary.

Subsec. (b)(2)(B). Pub. L. 103-208 amended subpar. (B)
generally. Prior to amendment, subpar. (B) read as fol-
lows: ‘‘if the Secretary determines it necessary to carry
out the purposes of this part, selecting additional insti-
tutions.”” See Codification note above.

1992—Pub. L. 102-325 amended section generally, sub-
stituting provisions relating to selection by the Sec-
retary for former provisions relating to agreements
with institutions of higher education.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-39 effective as if enacted
on the date of enactment of Pub. L. 110-315 (Aug. 14,
2008), see section 3 of Pub. L. 111-39, set out as a note
under section 1001 of this title.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-244 effective Oct. 1, 1998,
except as otherwise provided in Pub. L. 105-244, see sec-
tion 3 of Pub. L. 105-244, set out as a note under section
1001 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by Pub. L. 103-208 effective as if included
in the Higher Education Amendments of 1992, Pub. L.
102-325, except as otherwise provided, see section 5(a) of
Pub. L. 103-208, set out as a note under section 1051 of
this title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective Oct. 1, 1992,
see section 2 of Pub. L. 102-325, set out as a note under
section 1001 of this title.

§1087d. Agreements with institutions
(a) Participation agreements

An agreement with any institution of higher
education for participation in the direct student
loan program under this part shall—

(1) provide for the establishment and main-
tenance of a direct student loan program at
the institution under which the institution
will—

(A) identify eligible students who seek stu-
dent financial assistance at such institution
in accordance with section 1091 of this title;

(B) estimate the need of each such student
as required by part E of this subchapter for
an academic year, except that, any loan ob-
tained by a student under this part with the
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same terms as loans made under section
1078-8 of this title (except as otherwise pro-
vided in this part), or a loan obtained by a
parent under this part with the same terms
as loans made under section 1078-2 of this
title (except as otherwise provided in this
part), or obtained under any State-sponsored
or private loan program, may be used to off-
set the expected family contribution of the
student for that year;

(C) provide a statement that certifies the
eligibility of any student to receive a loan
under this part that is not in excess of the
annual or aggregate limit applicable to such
loan, except that the institution may, in ex-
ceptional circumstances identified by the
Secretary, refuse to certify a statement that
permits a student to receive a loan under
this part, or certify a loan amount that is
less than the student’s determination of
need (as determined under part E of this sub-
chapter), if the reason for such action is doc-
umented and provided in written form to
such student;

(D) set forth a schedule for disbursement
of the proceeds of the loan in installments,
consistent with the requirements of section
1078-7 of this title; and

(BE) provide timely and accurate informa-
tion—

(i) concerning the status of student bor-
rowers (and students on whose behalf par-
ents borrow under this part) while such
students are in attendance at the institu-
tion and concerning any new information
of which the institution becomes aware for
such students (or their parents) after such
borrowers leave the institution, to the
Secretary for the servicing and collecting
of loans made under this part; and

(ii) if the institution does not have an
agreement with the Secretary under sub-
section (b) of this section, concerning stu-
dent eligibility and need, as determined
under subparagraphs (A) and (B), to the
Secretary as needed for the alternative
origination of loans to eligible students
and parents in accordance with this part;

(2) provide assurances that the institution
will comply with requirements established by
the Secretary relating to student loan infor-
mation with respect to loans made under this
part;

(3) provide that the institution accepts re-
sponsibility and financial liability stemming
from its failure to perform its functions pursu-
ant to the agreement;

(4) provide for the implementation of a qual-
ity assurance system, as established by the
Secretary and developed in consultation with
institutions of higher education, to ensure
that the institution is complying with pro-
gram requirements and meeting program ob-
jectives;

(6) provide that the institution will not
charge any fees of any Kkind, however de-
scribed, to student or parent borrowers for
origination activities or the provision of any
information necessary for a student or parent
to receive a loan under this part, or any bene-
fits associated with such loan; and
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(6) include such other provisions as the Sec-
retary determines are necessary to protect the
interests of the United States and to promote
the purposes of this part.

(b) Origination

An agreement with any institution of higher
education, or consortia thereof, for the origina-
tion of loans under this part shall—

(1) supplement the agreement entered into
in accordance with subsection (a) of this sec-
tion;

(2) include provisions established by the Sec-
retary that are similar to the participation
agreement provisions described in paragraphs
(LH(EH({D), (2), (3), (4), (b), and (6) of subsection
(a) of this section, as modified to relate to the
origination of loans by the institution or con-
sortium;

(3) provide that the institution or consor-
tium will originate loans to eligible students
and parents in accordance with this part; and

(4) provide that the note or evidence of obli-
gation on the loan shall be the property of the
Secretary.

(c¢) Withdrawal and termination procedures

The Secretary shall establish procedures by
which institutions or consortia may withdraw or
be terminated from the program under this part.

(Pub. L. 89-329, title IV, §454, as added Pub. L.
99-498, title IV, §404, Oct. 17, 1986, 100 Stat. 1438;
amended Pub. L. 100-50, §12, June 3, 1987, 101
Stat. 348; Pub. L. 102-325, title IV, §451, July 23,
1992, 106 Stat. 571; Pub. L. 103-66, title IV, §4021,
Aug. 10, 1993, 107 Stat. 345; Pub. L. 111-152, title
II, §2210(a), Mar. 30, 2010, 124 Stat. 1078.)

AMENDMENTS

2010—Subsec. (a)(4) to (7). Pub. L. 111-152, §2210(a)(1),
redesignated pars. (5) to (7) as (4) to (6), respectively,
and struck out former par. (4), which read as follows:
‘“‘provide that students at the institution and their par-
ents (with respect to such students) will be eligible to
participate in the programs under part B of this sub-
chapter at the discretion of the Secretary for the pe-
riod during which such institution participates in the
direct student loan program under this part, except
that a student or parent may not receive loans under
both this part and part B of this subchapter for the
same period of enrollment;”’.

Subsec. (b)(2). Pub. L. 111-152, §2210(a)(2), substituted
““(5), and (6)” for ““(5), (6), and (7).

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to agreements with insti-
tutions, consisting of subsecs. (a) to (¢), for former pro-
visions relating to requirements of agreements, con-
sisting of pars. (1) to (7).

1992—Pub. L. 102-325 amended section generally, sub-
stituting provisions relating to requirements of agree-
ments for former provisions relating to terms of loans
under pilot program.

1987—Subsec. (a)(4). Pub. L. 100-50 amended par. (4)
generally. Prior to amendment, par. (4) read as follows:
“The interest rate on all such loans shall be the rate
equal to the rate obtained for each calendar year (A) by
computing the average of the bond equivalent rates of
91-day Treasury bills auctioned for such 3-month period
preceding such year, and (B) by adding 3 percent to the
resulting percent.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-152, title II, §2210(b), Mar. 30, 2010, 124
Stat. 1078, provided that: ‘“The amendments made by
subsection (a) [amending this section] shall take effect
on July 1, 2010.”
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EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective Oct. 1, 1992,
see section 2 of Pub. L. 102-325, set out as a note under
section 1001 of this title.

EFFECTIVE DATE OF 1987 AMENDMENT

Amendment by Pub. L. 100-50 effective as if enacted
as part of the Higher Education Amendments of 1986,
Pub. L. 99498, see section 27 of Pub. L. 100-50, set out
as a note under section 1001 of this title.

§1087e. Terms and conditions of loans

(a) In general

(1) Parallel terms, conditions, benefits, and
amounts

Unless otherwise specified in this part, loans
made to borrowers under this part shall have
the same terms, conditions, and benefits, and
be available in the same amounts, as loans
made to borrowers, and first disbursed on June
30, 2010, under sections 1078, 1078-2, 1078-3, and
1078-8 of this title.

(2) Designation of loans

Loans made to borrowers under this part
that, except as otherwise specified in this
part, have the same terms, conditions, and
benefits as loans made to borrowers under—

(A) section 1078 of this title shall be known
as ‘‘Federal Direct Stafford Loans’’;

(B) section 1078-2 of this title shall be
known as ‘‘Federal Direct PLUS Loans’’;

(C) section 1078-3 of this title shall be
known as ‘‘Federal Direct Consolidation
Loans’’; and

(D) section 1078-8 of this title shall be
known as ‘‘Federal Direct Unsubsidized Staf-
ford Loans”.

(3) Termination of authority to make interest
subsidized loans to graduate and profes-
sional students

(A) In general

Subject to subparagraph (B) and notwith-
standing any provision of this part or part B,
for any period of instruction beginning on or
after July 1, 2012—

(i) a graduate or professional student
shall not be eligible to receive a Federal
Direct Stafford loan under this part; and

(ii) the maximum annual amount of Fed-
eral Direct Unsubsidized Stafford loans
such a student may borrow in any aca-
demic year (as defined in section 1088(a)(2)
of this title) or its equivalent shall be the
maximum annual amount for such student
determined under section 1078-8 of this
title, plus an amount equal to the amount
of Federal Direct Stafford loans the stu-
dent would have received in the absence of
this subparagraph.

(B) Exception

Subparagraph (A) shall not apply to an in-
dividual enrolled in course work specified in
paragraph (3)(B) or (4)(B) of section 1091(b) of
this title.

(b) Interest rate
(1) Rates for FDSL and FDUSL

For Federal Direct Stafford Loans and Fed-
eral Direct Unsubsidized Stafford Loans for

which the first disbursement is made on or
after July 1, 1994, the applicable rate of inter-
est shall, during any 12-month period begin-
ning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal
to—

(A) the bond equivalent rate of 91-day
Treasury bills auctioned at the final auction
held prior to such June 1; plus

(B) 3.1 percent,

except that such rate shall not exceed 8.25 per-
cent.

(2) In school and grace period rules

(A) Notwithstanding the provisions of para-
graph (1), but subject to paragraph (3), with re-
spect to any Federal Direct Stafford Loan or
Federal Direct Unsubsidized Stafford Loan for
which the first disbursement is made on or
after July 1, 1995, the applicable rate of inter-
est for interest which accrues—

(i) prior to the beginning of the repayment
period of the loan; or

(ii) during the period in which principal
need not be paid (whether or not such prin-
cipal is in fact paid) by reason of a provision
described in section 1078(b)(1)(M) or
1077(a)(2)(C) of this title,

shall not exceed the rate determined under
subparagraph (B).

(B) For the purpose of subparagraph (A), the
rate determined under this subparagraph
shall, during any 12-month period beginning
on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal
to—

(i) the bond equivalent rate of 91-day
Treasury bills auctioned at the final auction
prior to such June 1; plus

(ii) 2.5 percent,

except that such rate shall not exceed 8.25 per-
cent.

(3) Out-year rule

Notwithstanding paragraphs (1) and (2), for
Federal Direct Stafford Loans and Federal Di-
rect Unsubsidized Stafford Loans made on or
after July 1, 1998, the applicable rate of inter-
est shall, during any 12-month period begin-
ning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal
to—

(A) the bond equivalent rate of the secu-
rity with a comparable maturity as estab-
lished by the Secretary; plus

(B) 1.0 percent,

except that such rate shall not exceed 8.25 per-
cent.

(4) Rates for FDPLUS

(A)(i) For Federal Direct PLUS Loans for
which the first disbursement is made on or
after July 1, 1994, the applicable rate of inter-
est shall, during any 12-month period begin-
ning on July 1 and ending on or before June 30,
2001, be determined on the preceding June 1
and be equal to—

(I) the bond equivalent rate of 52-week

Treasury bills auctioned at final auction

held prior to such June 1; plus
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(IT) 3.1 percent,

except that such rate shall not exceed 9 per-
cent.

(ii) For any 12-month period beginning on
July 1 of 2001 or any succeeding year, the ap-
plicable rate of interest determined under this
subparagraph shall be determined on the pre-
ceding June 26 and be equal to—

(I) the weekly average 1-year constant ma-
turity Treasury yield, as published by the
Board of Governors of the Federal Reserve
System, for the last calendar week ending
on or before such June 26; plus

(IT) 3.1 percent,

except that such rate shall not exceed 9 per-
cent.

(B) For Federal Direct PLUS loans made on
or after July 1, 1998, the applicable rate of in-
terest shall, during any 12-month period begin-
ning on July 1 and ending on June 30, be deter-
mined on the preceding June 1 and be equal
to—

(i) the bond equivalent rate of the security
with a comparable maturity as established
by the Secretary; plus

(ii) 2.1 percent,

except that such rate shall not exceed 9 per-
cent.
(5) Temporary interest rate provision

(A) Rates for FDSL and FDUSL

Notwithstanding the preceding paragraphs
of this subsection, for Federal Direct Staf-
ford Loans and Federal Direct Unsubsidized
Stafford Loans for which the first disburse-
ment is made on or after July 1, 1998, and be-
fore October 1, 1998, the applicable rate of in-
terest shall, during any 12-month period be-
ginning on July 1 and ending on June 30, be
determined on the preceding June 1 and be
equal to—

(i) the bond equivalent rate of 91-day
Treasury bills auctioned at the final auc-
tion held prior to such June 1; plus

(ii) 2.3 percent,

except that such rate shall not exceed 8.25
percent.

(B) In school and grace period rules

Notwithstanding the preceding paragraphs
of this subsection, with respect to any Fed-
eral Direct Stafford Loan or Federal Direct
Unsubsidized Stafford Loan for which the
first disbursement is made on or after July
1, 1998, and before October 1, 1998, the appli-
cable rate of interest for interest which ac-
crues—

(i) prior to the beginning of the repay-
ment period of the loan; or
(ii) during the period in which principal
need not be paid (whether or not such prin-
cipal is in fact paid) by reason of a provi-
sion described in section 1078(b)(1)(M) or
1077(a)(2)(C) of this title,
shall be determined under subparagraph (A)
by substituting ‘1.7 percent’ for ‘2.3 per-
cent”.
(C) PLUS loans

Notwithstanding the preceding paragraphs

of this subsection, with respect to Federal
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Direct PLUS Loan for which the first dis-
bursement is made on or after July 1, 1998,
and before October 1, 1998, the applicable
rate of interest shall be determined under
subparagraph (A)—
(i) by substituting ‘3.1 percent’ for ‘2.3
percent’’; and
(ii) by substituting ‘9.0 percent’ for
‘8.25 percent’’.
(6) Interest rate provision for new loans on or
after October 1, 1998, and before July 1,
2006

(A) Rates for FDSL and FDUSL

Notwithstanding the preceding paragraphs
of this subsection, for Federal Direct Staf-
ford Loans and Federal Direct Unsubsidized
Stafford Loans for which the first disburse-
ment is made on or after October 1, 1998, and
before July 1, 2006, the applicable rate of in-
terest shall, during any 12-month period be-
ginning on July 1 and ending on June 30, be
determined on the preceding June 1 and be
equal to—

(i) the bond equivalent rate of 91-day
Treasury bills auctioned at the final auc-
tion held prior to such June 1; plus

(ii) 2.3 percent,

except that such rate shall not exceed 8.25
percent.
(B) In school and grace period rules

Notwithstanding the preceding paragraphs
of this subsection, with respect to any Fed-
eral Direct Stafford Loan or Federal Direct
Unsubsidized Stafford Loan for which the
first disbursement is made on or after Octo-
ber 1, 1998, and before July 1, 2006, the appli-
cable rate of interest for interest which ac-
crues—

(i) prior to the beginning of the repay-
ment period of the loan; or

(ii) during the period in which principal
need not be paid (whether or not such prin-
cipal is in fact paid) by reason of a provi-
sion described in section 1078(b)(1)(M) or
1077(a)(2)(C) of this title,

shall be determined under subparagraph (A)
by substituting ‘1.7 percent’” for ‘2.3 per-
cent’’.

(C) PLUS loans

Notwithstanding the preceding paragraphs
of this subsection, with respect to Federal
Direct PLUS Loan for which the first dis-
bursement is made on or after October 1,
1998, and before July 1, 2006, the applicable
rate of interest shall be determined under
subparagraph (A)—

(i) by substituting ‘3.1 percent’ for ‘2.3
percent’’; and
(ii) by substituting 9.0 percent’ for
¢‘8.25 percent’’.
(D) Consolidation loans

Notwithstanding the preceding paragraphs
of this subsection, any Federal Direct Con-
solidation loan for which the application is
received on or after February 1, 1999, and be-
fore July 1, 2006, shall bear interest at an an-
nual rate on the unpaid principal balance of
the loan that is equal to the lesser of—
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(i) the weighted average of the interest
rates on the loans consolidated, rounded to
the nearest higher one-eighth of one per-
cent; or

(ii) 8.25 percent.

(E) Temporary rules for consolidation loans

Notwithstanding the preceding paragraphs
of this subsection, any Federal Direct Con-
solidation loan for which the application is
received on or after October 1, 1998, and be-
fore February 1, 1999, shall bear interest at
an annual rate on the unpaid principal bal-
ance of the loan that is equal to—

(i) the bond equivalent rate of 91-day
Treasury bills auctioned at the final auc-
tion held prior to such June 1; plus

(ii) 2.3 percent,

except that such rate shall not exceed 8.25
percent.

(7) Interest rate provision for new loans on or
after July 1, 2006

(A) Rates for FDSL and FDUSL

Notwithstanding the preceding paragraphs
of this subsection, for Federal Direct Staf-
ford Loans and Federal Direct Unsubsidized
Stafford Loans for which the first disburse-
ment is made on or after July 1, 2006, the ap-
plicable rate of interest shall be 6.8 percent
on the unpaid principal balance of the loan.

(B) PLUS loans

Notwithstanding the preceding paragraphs
of this subsection, with respect to any Fed-
eral Direct PLUS loan for which the first
disbursement is made on or after July 1,
2006, the applicable rate of interest shall be
7.9 percent on the unpaid principal balance
of the loan.

(C) Consolidation loans

Notwithstanding the preceding paragraphs
of this subsection, any Federal Direct Con-
solidation loan for which the application is
received on or after July 1, 2006, shall bear
interest at an annual rate on the unpaid
principal balance of the loan that is equal to
the lesser of—

(i) the weighted average of the interest
rates on the loans consolidated, rounded to
the nearest higher one-eighth of one per-
cent; or

(ii) 8.25 percent.

(D) Reduced rates for undergraduate FDSL

Notwithstanding the preceding paragraphs
of this subsection and subparagraph (A) of
this paragraph, for Federal Direct Stafford
Loans made to undergraduate students for
which the first disbursement is made on or
after July 1, 2006, and before July 1, 2012, the
applicable rate of interest shall be as fol-
lows:

(i) For a loan for which the first dis-
bursement is made on or after July 1, 2006,
and before July 1, 2008, 6.8 percent on the
unpaid principal balance of the loan.

(ii) For a loan for which the first dis-
bursement is made on or after July 1, 2008,
and before July 1, 2009, 6.0 percent on the
unpaid principal balance of the loan.
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(iii) For a loan for which the first dis-
bursement is made on or after July 1, 2009,
and before July 1, 2010, 5.6 percent on the
unpaid principal balance of the loan.

(iv) For a loan for which the first dis-
bursement is made on or after July 1, 2010,
and before July 1, 2011, 4.5 percent on the
unpaid principal balance of the loan.

(v) For a loan for which the first dis-
bursement is made on or after July 1, 2011,
and before July 1, 2012, 3.4 percent on the
unpaid principal balance of the loan.

(8) Repayment incentives

(A) Incentives for loans disbursed before
July 1, 2012

Notwithstanding any other provision of
this part! with respect to loans for which
the first disbursement of principal is made
before July 1, 2012,,2 the Secretary is author-
ized to prescribe by regulation such reduc-
tions in the interest rate or origination fee
paid by a borrower of a loan made under this
part as the Secretary determines appro-
priate to encourage on-time repayment of
the loan. Such reductions may be offered
only if the Secretary determines the reduc-
tions are cost neutral and in the best finan-
cial interest of the Federal Government.
Any increase in subsidy costs resulting from
such reductions shall be completely offset by
corresponding savings in funds available for
the William D. Ford Federal Direct Loan
Program in that fiscal year from section
1087h of this title and other administrative
accounts.

(B) Accountability

Prior to publishing regulations proposing
repayment incentives with respect to loans
for which the first disbursement of principal
is made before July 1, 2012, the Secretary
shall ensure the cost neutrality of such re-
ductions. The Secretary shall not prescribe
such regulations in final form unless an offi-
cial report from the Director of the Office of
Management and Budget to the Secretary
and a comparable report from the Director
of the Congressional Budget Office to the
Congress each certify that any such reduc-
tions will be completely cost neutral. Such
reports shall be transmitted to the authoriz-
ing committees not less than 60 days prior to
the publication of regulations proposing
such reductions.

(C) No repayment incentives for new loans
disbursed on or after July 1, 2012

Notwithstanding any other provision of
this part, the Secretary is prohibited from
authorizing or providing any repayment in-
centive not otherwise authorized under this
part to encourage on-time repayment of a
loan under this part for which the first dis-
bursement of principal is made on or after
July 1, 2012, including any reduction in the
interest or origination fee rate paid by a
borrower of such a loan, except that the Sec-

1S0 in original. Probably should be followed by a comma.
280 in original. The second comma probably should not ap-

pear.
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retary may provide for an interest rate re-
duction for a borrower who agrees to have
payments on such a loan automatically elec-
tronically debited from a bank account.

(9) Publication

The Secretary shall determine the applica-
ble rates of interest under this subsection
after consultation with the Secretary of the
Treasury and shall publish such rate in the
Federal Register as soon as practicable after
the date of determination.

(c) Loan fee

(1) In general

The Secretary shall charge the borrower of a
loan made under this part an origination fee of
4.0 percent of the principal amount of loan.

(2) Subsequent reduction

Paragraph (1) shall be applied to loans made
under this part, other than Federal Direct
Consolidation loans and Federal Direct PLUS
loans—

(A) by substituting ‘3.0 percent’ for 4.0
percent’” with respect to loans for which the
first disbursement of principal is made on or
after February 8, 2006, and before July 1,
2007;

(B) by substituting ‘2.5 percent’” for ‘4.0
percent’ with respect to loans for which the
first disbursement of principal is made on or
after July 1, 2007, and before July 1, 2008;

(C) by substituting ‘2.0 percent’’ for ‘4.0
percent’ with respect to loans for which the
first disbursement of principal is made on or
after July 1, 2008, and before July 1, 2009;

(D) by substituting ‘1.5 percent’ for ‘4.0
percent’ with respect to loans for which the
first disbursement of principal is made on or
after July 1, 2009, and before July 1, 2010; and

(E) by substituting ‘1.0 percent’” for ‘4.0
percent’ with respect to loans for which the
first disbursement of principal is made on or
after July 1, 2010.

(d) Repayment plans
(1) Design and selection

Consistent with criteria established by the
Secretary, the Secretary shall offer a borrower
of a loan made under this part a variety of
plans for repayment of such loan, including
principal and interest on the loan. The bor-
rower shall be entitled to accelerate, without
penalty, repayment on the borrower’s loans
under this part. The borrower may choose—

(A) a standard repayment plan, consistent
with subsection (a)(1) of this section and
with section 1078(b)(9)(A)(i) of this title;

(B) a graduated repayment plan, consist-
ent with section 1078(b)(9)(A)(ii) of this title;

(C) an extended repayment plan, consist-
ent with section 1078(b)(9)(A)(iv) of this title,
except that the borrower shall annually
repay a minimum amount determined by the
Secretary in accordance with section
1078(b)(1)(Ly) of this title;

(D) an income contingent repayment plan,
with varying annual repayment amounts
based on the income of the borrower, paid
over an extended period of time prescribed
by the Secretary, not to exceed 25 years, ex-
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cept that the plan described in this subpara-
graph shall not be available to the borrower
of a Federal Direct PLUS loan made on be-
half of a dependent student; and

(E) beginning on July 1, 2009, an income-
based repayment plan that enables borrow-
ers who have a partial financial hardship to
make a lower monthly payment in accord-
ance with section 1098e of this title, except
that the plan described in this subparagraph
shall not be available to the borrower of a
Federal Direct PLUS Loan made on behalf of
a dependent student or a Federal Direct Con-
solidation Loan, if the proceeds of such loan
were used to discharge the liability on such
Federal Direct PLUS Loan or a loan under
section 1078-2 of this title made on behalf of
a dependent student.

(2) Selection by Secretary

If a borrower of a loan made under this part
does not select a repayment plan described in
paragraph (1), the Secretary may provide the
borrower with a repayment plan described in
subparagraph (A), (B), or (C) of paragraph (1).

(3) Changes in selections

The borrower of a loan made under this part
may change the borrower’s selection of a re-
payment plan under paragraph (1), or the Sec-
retary’s selection of a plan for the borrower
under paragraph (2), as the case may be, under
such terms and conditions as may be estab-
lished by the Secretary.

(4) Alternative repayment plans

The Secretary may provide, on a case by
case basis, an alternative repayment plan to a
borrower of a loan made under this part who
demonstrates to the satisfaction of the Sec-
retary that the terms and conditions of the re-
payment plans available under paragraph (1)
are not adequate to accommodate the borrow-
er’s exceptional circumstances. In designing
such alternative repayment plans, the Sec-
retary shall ensure that such plans do not ex-
ceed the cost to the Federal Government, as
determined on the basis of the present value of
future payments by such borrowers, of loans
made using the plans available under para-
graph (1).

(5) Repayment after default

The Secretary may require any borrower
who has defaulted on a loan made under this
part to—

(A) pay all reasonable collection costs as-
sociated with such loan; and

(B) repay the loan pursuant to an income
contingent repayment plan.

(e) Income contingent repayment

(1) Information and procedures

The Secretary may obtain such information
as is reasonably necessary regarding the in-
come of a borrower (and the borrower’s spouse,
if applicable) of a loan made under this part
that is, or may be, repaid pursuant to income
contingent repayment, for the purpose of de-
termining the annual repayment obligation of
the borrower. Returns and return information
(as defined in section 6103 of title 26) may be
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obtained under the preceding sentence only to
the extent authorized by section 6103(7)(13) of
title 26. The Secretary shall establish proce-
dures for determining the borrower’s repay-
ment obligation on that loan for such year,
and such other procedures as are necessary to
implement effectively income contingent re-
payment.

(2) Repayment based on adjusted gross income

A repayment schedule for a loan made under
this part and repaid pursuant to income con-
tingent repayment shall be based on the ad-
justed gross income (as defined in section 62 of
title 26) of the borrower or, if the borrower is
married and files a Federal income tax return
jointly with the borrower’s spouse, on the ad-
justed gross income of the borrower and the
borrower’s spouse.

(3) Additional documents

A borrower who chooses, or is required, to
repay a loan made under this part pursuant to
income contingent repayment, and for whom
adjusted gross income is unavailable or does
not reasonably reflect the borrower’s current
income, shall provide to the Secretary other
documentation of income satisfactory to the
Secretary, which documentation the Sec-
retary may use to determine an appropriate
repayment schedule.

(4) Repayment schedules

Income contingent repayment schedules
shall be established by regulations promul-
gated by the Secretary and shall require pay-
ments that vary in relation to the appropriate
portion of the annual income of the borrower
(and the borrower’s spouse, if applicable) as
determined by the Secretary.

(5) Calculation of balance due

The balance due on a loan made under this
part that is repaid pursuant to income contin-
gent repayment shall equal the unpaid prin-
cipal amount of the loan, any accrued inter-
est, and any fees, such as late charges, as-
sessed on such loan. The Secretary may pro-
mulgate regulations limiting the amount of
interest that may be capitalized on such loan,
and the timing of any such capitalization.

(6) Notification to borrowers

The Secretary shall establish procedures
under which a borrower of a loan made under
this part who chooses or is required to repay
such loan pursuant to income contingent re-
payment is notified of the terms and condi-
tions of such plan, including notification of
such borrower—

(A) that the Internal Revenue Service will
disclose to the Secretary tax return infor-
mation as authorized under section
6103(7)(13) of title 26; and

(B) that if a borrower considers that spe-
cial circumstances, such as a loss of employ-
ment by the borrower or the borrower’s
spouse, warrant an adjustment in the bor-
rower’s loan repayment as determined using
the information described in subparagraph
(A), or the alternative documentation de-
scribed in paragraph (3), the borrower may
contact the Secretary, who shall determine
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whether such adjustment is appropriate, in
accordance with criteria established by the
Secretary.

(7) Maximum repayment period

In calculating the extended period of time
for which an income contingent repayment
plan under this subsection may be in effect for
a borrower, the Secretary shall include all
time periods during which a borrower of loans
under part B, part C, or part D—

(A) is not in default on any loan that is in-
cluded in the income contingent repayment
plan; and

(B)(i) is in deferment due to an economic
hardship described in section 1085(o) of this
title;

(ii) makes monthly payments under para-
graph (1) or (6) of section 1098e(b) of this
title;

(iii) makes monthly payments of not less
than the monthly amount calculated under
section 1078(b)(9)(A)(I) of this title or sub-
section (d)(1)(A), based on a 10-year repay-
ment period, when the borrower first made
the election described in section 1098e(b)(1)
of this title;

(iv) makes payments of not less than the
payments required under a standard repay-
ment plan under section 1078(b)(9)(A)({1) of
this title or subsection (d)(1)(A) with a re-
payment period of 10 years; or

(v) makes payments under an income con-
tingent repayment plan under subsection
(DA)D).

(f) Deferment

(1) Effect on principal and interest

A borrower of a loan made under this part
who meets the requirements described in para-
graph (2) shall be eligible for a deferment, dur-
ing which periodic installments of principal
need not be paid, and interest—

(A) shall not accrue, in the case of a—

(i) Federal Direct Stafford Loan; or

(ii) a Federal Direct Consolidation Loan
that consolidated only Federal Direct
Stafford Loans, or a combination of such
loans and Federal Stafford Loans for
which the student borrower received an in-
terest subsidy under section 1078 of this
title; or

(B) shall accrue and be capitalized or paid
by the borrower, in the case of a Federal Di-
rect PLUS Loan, a Federal Direct Unsubsi-
dized Stafford Loan, or a Federal Direct
Consolidation Loan not described in sub-
paragraph (A)(i).
(2) Eligibility
A borrower of a loan made under this part
shall be eligible for a deferment during any pe-
riod—
(A) during which the borrower—

(i) is carrying at least one-half the nor-
mal full-time work load for the course of
study that the borrower is pursuing, as de-
termined by the eligible institution (as
such term is defined in section 1085(a) of
this title) the borrower is attending; or

(ii) is pursuing a course of study pursu-
ant to a graduate fellowship program ap-
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proved by the Secretary, or pursuant to a
rehabilitation training program for indi-
viduals with disabilities approved by the
Secretary,

except that no borrower shall be eligible for
a deferment under this subparagraph, or a
loan made under this part (other than a Fed-
eral Direct PLUS Loan or a Federal Direct
Consolidation Loan), while serving in a med-
ical internship or residency program;

(B) not in excess of 3 years during which
the borrower is seeking and unable to find
full-time employment;

(C) during which the borrower—

(i) is serving on active duty during a war
or other military operation or national
emergency; or

(ii) is performing qualifying National
Guard duty during a war or other military
operation or national emergency,

and for the 180-day period following the de-
mobilization date for the service described
in clause (i) or (ii); or
(D) not in excess of 3 years during which
the Secretary determines, in accordance
with regulations prescribed under section
1085(0) of this title, that the borrower has ex-
perienced or will experience an economic
hardship.
(3) “Borrower” defined

For the purpose of this subsection, the term
“borrower’” means an individual who is a new
borrower on the date such individual applies
for a loan under this part for which the first
disbursement is made on or after July 1, 1993.
(4) Deferments for previous part B loan bor-

rowers

A borrower of a loan made under this part,
who at the time such individual applies for
such loan, has an outstanding balance of prin-
cipal or interest owing on any loan made, in-
sured, or guaranteed under part B of this sub-
chapter prior to July 1, 1993, shall be eligible
for a deferment under section 1077(a)(2)(C) of
this title or section 1078(b)(1)(M) of this title
as such sections were in effect on July 22, 1992.

(g) Federal Direct Consolidation Loans

A borrower of a loan made under this part may
consolidate such loan with the loans described
in section 1078-3(a)(4) of this title, including any
loan made under part B and first disbursed be-
fore July 1, 2010. To be eligible for a consolida-
tion loan under this part, a borrower shall meet
the eligibility criteria set forth in section
1078-3(a)(3) of this title.

(h) Borrower defenses

Notwithstanding any other provision of State
or Federal law, the Secretary shall specify in
regulations which acts or omissions of an insti-
tution of higher education a borrower may as-
sert as a defense to repayment of a loan made
under this part, except that in no event may a
borrower recover from the Secretary, in any ac-
tion arising from or relating to a loan made
under this part, an amount in excess of the
amount such borrower has repaid on such loan.
(i) Loan application and promissory note

The common financial reporting form required
in section 1090(a)(1) of this title shall constitute
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the application for loans made under this part
(other than a Federal Direct PLUS loan). The
Secretary shall develop, print, and distribute to
participating institutions a standard promissory
note and loan disclosure form.

(j) Loan disbursement
(1) In general

Proceeds of loans to students under this part
shall be applied to the student’s account for
tuition and fees, and, in the case of institu-
tionally owned housing, to room and board.
Loan proceeds that remain after the applica-
tion of the previous sentence shall be delivered
to the borrower by check or other means that
is payable to and requires the endorsement or
other certification by such borrower.

(2) Payment periods

The Secretary shall establish periods for the
payments described in paragraph (1) in a man-
ner consistent with payment of Federal Pell
Grants under subpart 1 of part A of this sub-
chapter.

(k) Fiscal control and fund accountability
(1) In general

(A) An institution shall maintain financial
records in a manner consistent with records
maintained for other programs under this sub-
chapter.

(B) Except as otherwise required by regula-
tions of the Secretary! an institution may
maintain loan funds under this part in the
same account as other Federal student finan-
cial assistance.

(2) Payments and refunds

Payments and refunds shall be reconciled in
a manner consistent with the manner set forth
for the submission of a payment summary re-
port required of institutions participating in
the program under subpart 1 of part A of this
subchapter, except that nothing in this para-
graph shall prevent such reconciliations on a
monthly basis.

(3) Transaction histories

All transaction histories under this part
shall be maintained using the same system
designated by the Secretary for the provision
of Federal Pell Grants under subpart 1 of part
A of this subchapter.

() Armed Forces student loan interest payment
program

(1) Authority

Using funds received by transfer to the Sec-
retary under section 2174 of title 10 for the
payment of interest on a loan made under this
part to a member of the Armed Forces, the
Secretary shall pay the interest on the loan as
due for a period not in excess of 36 consecutive
months. The Secretary may not pay interest
on such a loan out of any funds other than
funds that have been so transferred.

(2) Forbearance

During the period in which the Secretary is
making payments on a loan under paragraph
(1), the Secretary shall grant the borrower for-
bearance, in the form of a temporary cessation
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of all payments on the loan other than the
payments of interest on the loan that are
made under that paragraph.

(m) Repayment plan for public service employ-
ees

(1) In general

The Secretary shall cancel the balance of in-
terest and principal due, in accordance with
paragraph (2), on any eligible Federal Direct
Loan not in default for a borrower who—

(A) has made 120 monthly payments on the
eligible Federal Direct Loan after October 1,
2007, pursuant to any one or a combination
of the following—

(i) payments under an income-based re-
payment plan under section 1098e of this
title;

(ii) payments under a standard repay-
ment plan under subsection (d)(1)(A), based
on a 10-year repayment period;

(iii) monthly payments under a repay-
ment plan under subsection (d)(1) or (g) of
not less than the monthly amount cal-
culated under subsection (d)(1)(A), based
on a 10-year repayment period; or

(iv) payments under an income contin-
gent repayment plan under subsection
(D(A)(D); and

(B)(i) is employed in a public service job at
the time of such forgiveness; and
(ii) has been employed in a public service
job during the period in which the borrower
makes each of the 120 payments described in
subparagraph (A).
(2) Loan cancellation amount

After the conclusion of the employment pe-
riod described in paragraph (1), the Secretary
shall cancel the obligation to repay the bal-
ance of principal and interest due as of the
time of such cancellation, on the eligible Fed-
eral Direct Loans made to the borrower under
this part.

(3) Definitions
In this subsection:
(A) Eligible Federal Direct Loan

The term ‘‘eligible Federal Direct Loan”
means a Federal Direct Stafford Loan, Fed-
eral Direct PLUS Loan, or Federal Direct
Unsubsidized Stafford Loan, or a Federal Di-
rect Consolidation Loan.

(B) Public service job

The term ‘‘public service job’’ means—

(i) a full-time job in emergency manage-
ment, government (excluding time served
as a member of Congress), military serv-
ice, public safety, law enforcement, public
health (including nurses, nurse practition-
ers, nurses in a clinical setting, and full-
time professionals engaged in health care
practitioner occupations and health care
support occupations, as such terms are de-
fined by the Bureau of Labor Statistics),
public education, social work in a public
child or family service agency, public in-
terest law services (including prosecution
or public defense or legal advocacy on be-
half of low-income communities at a non-
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profit organization), early childhood edu-
cation (including licensed or regulated
childcare, Head Start, and State funded
prekindergarten), public service for indi-
viduals with disabilities, public service for
the elderly, public library sciences, school-
based library sciences and other school-
based services, or at an organization that
is described in section 501(c)(3) of title 26
and exempt from taxation under section
501(a) of such title; or

(ii) teaching as a full-time faculty mem-
ber at a Tribal College or University as de-
fined in section 1059c(b) of this title and
other faculty teaching in high-needs sub-
ject areas or areas of shortage (including
nurse faculty, foreign language faculty,
and part-time faculty at community col-
leges), as determined by the Secretary.

(4) Ineligibility for double benefits

No borrower may, for the same service, re-
ceive a reduction of loan obligations under
both this subsection and section 1078-10,
1078-11, 1078-12, or 1087j of this title.

(n) Identity fraud protection

The Secretary shall take such steps as may be
necessary to ensure that monthly Federal Di-
rect Loan statements and other publications of
the Department do not contain more than four
digits of the Social Security number of any indi-
vidual.

(0) No accrual of interest for active duty service
members

(1) In general

Notwithstanding any other provision of this
part and in accordance with paragraphs (2) and
(4), interest shall not accrue for an eligible
military borrower on a loan made under this
part for which the first disbursement is made
on or after October 1, 2008.

(2) Consolidation loans

In the case of any consolidation loan made
under this part that is disbursed on or after
October 1, 2008, interest shall not accrue pur-
suant to this subsection only on such portion
of such loan as was used to repay a loan made
under this part for which the first disburse-
ment is made on or after October 1, 2008.

(3) Eligible military borrower

In this subsection, the term ‘‘eligible mili-
tary borrower’” means an individual who—
(A)(i) is serving on active duty during a
war or other military operation or national
emergency; or
(ii) is performing qualifying National
Guard duty during a war or other military
operation or national emergency; and
(B) is serving in an area of hostilities in
which service qualifies for special pay under
section 310 of title 37.
(4) Limitation
An individual who qualifies as an eligible
military borrower under this subsection may
receive the benefit of this subsection for not
more than 60 months.

(p) Disclosures

Each institution of higher education with
which the Secretary has an agreement under
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section 1087c of this title, and each contractor
with which the Secretary has a contract under
section 1087f of this title, shall, with respect to
loans under this part and in accordance with
such regulations as the Secretary shall pre-
scribe, comply with each of the requirements
under section 1083 of this title that apply to a
lender with respect to a loan under part B.

(Pub. L. 89-329, title IV, §455, as added Pub. L.
99-498, title IV, §404, Oct. 17, 1986, 100 Stat. 1439;
amended Pub. L. 102-325, title IV, §451, July 23,
1992, 106 Stat. 572; Pub. L. 103-66, title IV, §4021,
Aug. 10, 1993, 107 Stat. 346; Pub. L. 103-382, title
III, §359, Oct. 20, 1994, 108 Stat. 3968; Pub. L.
105-178, title VIII, §8301(c), June 9, 1998, 112 Stat.
498; Pub. L. 105-244, title IV, §§401(g)(6), 452(a)(1),
(b), (¢), Oct. 7, 1998, 112 Stat. 1652, 1715-1717; Pub.
L. 106-554, §1(a)(1) [title III, §318(b)], Dec. 21,
2000, 114 Stat. 2763, 2763A-49; Pub. L. 107-139,
§1(b), (c), Feb. 8, 2002, 116 Stat. 9; Pub. L. 107-314,
div. A, title VI, §651(c), Dec. 2, 2002, 116 Stat.
2580; Pub. L. 109-171, title VIII, §§8007(b), 8008(Db),
()(2), (3), 8009(d), Feb. 8, 2006, 120 Stat. 160,
162-164; Pub. L. 110-84, title II, §§201(b), 202(Db),
203(b)(3), 205, title IV, §401, Sept. 27, 2007, 121
Stat. 791, 795, 800; Pub. L. 110-315, title I,
§103(b)(8), title IV, §§425(b)(3), 4561, Aug. 14, 2008,
122 Stat. 3089, 3234, 3261; Pub. L. 111-39, title IV,
§404(b)(2), July 1, 2009, 123 Stat. 1946; Pub. L.
111-152, title II, §2211(a), Mar. 30, 2010, 124 Stat.
1078; Pub. L. 112-25, title V, §§502, 503, Aug. 2,
2011, 125 Stat. 266.)

REFERENCES IN TEXT

Sections 1077(a)(2)(C) and 1078(b)(1)(M) of this title as
such sections were in effect on July 22, 1992, referred to
in subsec. (f)(4), means sections 1077(a)(2)(C) and
1078(b)(1)(M) of this title prior to being amended gener-
ally by sections 414(b) and 416(e)(1), respectively, of
Pub. L. 102-325, title IV, July 23, 1992, 106 Stat. 513, 519.

AMENDMENTS

2011—Subsec. (a)(3). Pub. L. 112-25, §502, added par.
3.
Subsec. (b)(8)(A). Pub. L. 112-25, §503(1), substituted
“‘Incentives for loans disbursed before July 1, 2012” for
“In general” in heading and inserted ‘‘with respect to
loans for which the first disbursement of principal is
made before July 1, 2012, after ‘‘of this part’ in text.

Subsec. (b)(8)(B). Pub. L. 112-25, §503(2), inserted
“with respect to loans for which the first disbursement
of principal is made before July 1, 2012 after ‘‘repay-
ment incentives’’.

Subsec. (b)(8)(C). Pub. L. 112-25, §503(3), added subpar.
(©).

2010—Subsec. (a)(1). Pub. L. 111-152, §2211(a)(1), in-
serted *‘, and first disbursed on June 30, 2010,”” before
‘“‘under sections 1078.

Subsec. (g). Pub. L. 111-152, §2211(a)(2), inserted
¢, including any loan made under part B and first dis-
bursed before July 1, 2010 after ‘‘section 1078-3(a)(4) of
this title” and struck out at end ‘“The Secretary, upon
application for such a loan, shall comply with the re-
quirements applicable to a lender under section
1078-3(b)(1)(G) of this title.”

2009—Subsec. (d)(1)(C). Pub. L. 111-39, §404(b)(2)(A),
substituted “1078(b)(9)(A)(iv)”’ for “1078(b)(9)(A)(V)”’.

Subsec. (h). Pub. L. 111-39, §404(b)(2)(B), struck out
‘“‘(except as authorized under section 1087g(a)(1) of this
title)”’ after ‘‘regulations’.

Subsec. (k)(1)(B). Pub. L. 111-39, §404(b)(2)(C), struck
out ‘‘, or in a notice under section 1087g(a)(1) of this
title,” after ‘‘regulations of the Secretary’’.

2008—Subsec. (b)(8)(B). Pub. L. 110-315, §103(b)(8), sub-
stituted ‘‘authorizing committees’ for ‘“‘Committee on
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Labor and Human Resources of the Senate and the
Committee on Education and the Workforce of the
House of Representatives’.

Subsec. (A)(1)(E). Pub. L. 110-315, §451(a), added sub-
par. (E).

Subsec. (g). Pub. L. 110-315, §425(b)(3), substituted
“‘section 1078-3(b)(1)(G)”’ for ‘“‘section 1078-3(b)(1)(F)”.

Subsec. (m)(3)(B). Pub. L. 110-315, §451(b)(1), amended
subpar. (B) generally. Prior to amendment, text read as
follows: ‘““The term ‘public service job’ means—

‘(i) a full-time job in emergency management, gov-
ernment, military service, public safety, law enforce-
ment, public health, public education (including
early childhood education), social work in a public
child or family service agency, public interest law
services (including prosecution or public defense or
legal advocacy in low-income communities at a non-
profit organization), public child care, public service
for individuals with disabilities, public service for the
elderly, public library sciences, school-based library
sciences and other school-based services, or at an or-
ganization that is described in section 501(c)(3) of
title 26 and exempt from taxation under section 501(a)
of such title; or

‘“(ii) teaching as a full-time faculty member at a
Tribal College or University as defined in section
1059c(b) of this title and other faculty teaching in
high-needs areas, as determined by the Secretary.”
Subsec. (m)(4). Pub. L. 110-315, §451(b)(2), added par.

4.

Subsec. (n). Pub. L. 110-315, §451(c), added subsec. (n).

Subsec. (0). Pub. L. 110-315, §451(d), added subsec. (0).

Subsec. (p). Pub. L. 110-315, §451(e), added subsec. (D).

2007—Subsec. (b)(7)(D). Pub. L. 110-84, §201(b), added
subpar. (D).

Subsec. (d)(1)(D). Pub. L. 110-84, §203(b)(3), inserted
‘“made on behalf of a dependent student’ after “PLUS
loan”.

Subsec. (e)(7). Pub. L. 110-84, §205, added par. (7).

Subsec. (£)(2)(C). Pub. L. 110-84, §202(b), struck out
‘“not in excess of 3 years’ before ‘“‘during”’ in introduc-
tory provisions, substituted comma for *‘; or’’ at end of
cl. (ii), and inserted concluding provisions.

Subsec. (m). Pub. L. 110-84, §401, added subsec. (m).

2006—Subsec. (a)(1). Pub. L. 109-171, §8009(d)(1), in-
serted ‘1078-3,” after ‘1078-2,”.

Subsec. (a)(2)(C), (D). Pub. L. 109-171, §8009(d)(2),
added subpar. (C) and redesignated former subpar. (C)
as (D).

Subsec. (b)(8)(A). Pub. L. 109-171, §8008(c)(3), inserted
‘“‘or origination fee’ after ‘‘reductions in the interest
rate’’.

Subsec. (¢). Pub. L. 109-171, §8008(c)(2), designated ex-
isting provisions as par. (1), inserted par. (1) heading,
and added par. (2).

Subsec. (d)(1)(A) to (C). Pub. L. 109-171, §8008(b),
added subpars. (A) to (C) and struck out former sub-
pars. (A) to (C), which read as follows:

‘“(A) a standard repayment plan, with a fixed annual
repayment amount paid over a fixed period of time,
consistent with subsection (a)(1) of this section;

‘“(B) an extended repayment plan, with a fixed annual
repayment amount paid over an extended period of
time, except that the borrower shall annually repay a
minimum amount determined by the Secretary in ac-
cordance with section 1078(b)(1)(L) of this title;

“(C) a graduated repayment plan, with annual repay-
ment amounts established at 2 or more graduated lev-
els and paid over a fixed or extended period of time, ex-
cept that the borrower’s scheduled payments shall not
be less than 50 percent, nor more than 150 percent, of
what the amortized payment on the amount owed
would be if the loan were repaid under the standard re-
payment plan; and”.

Subsec. (£)(2)(C), (D). Pub. L. 109-171, §8007(b), added
subpar. (C) and redesignated former subpar. (C) as (D).

Subsec. (g). Pub. L. 109-171, §8009(d)(3), substituted
““T'o be eligible for a consolidation loan under this part,
a borrower shall meet the eligibility criteria set forth
in section 1078-3(a)(3) of this title. The Secretary, upon
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application for such a loan, shall comply with the re-
quirements applicable to a lender under section
1078-3(b)(1)(F') of this title.” for ‘‘Loans made under this
subsection shall be known as ‘Federal Direct Consolida-
tion Loans’.”

2002—Subsec. (b)(6) to (9). Pub. L. 107-139, in par. (6)
relating to interest rate provision for new loans sub-
stituted ‘2006’ for ‘2003 in heading and ‘‘July 1, 2006,
for “July 1, 2003, wherever appearing in text, added
par. (7), redesignated former par. (7) as (8), and redesig-
nated par. (6) relating to publication of rate in Federal
Register as (9).

Subsec. (I). Pub. L. 107-314 added subsec. (1).

2000—Subsec. (b)(4)(A). Pub. L. 106-554 amended sub-
par. (A) generally. Prior to amendment, subpar. (A)
read as follows: ‘“‘For Federal Direct PLUS Loans for
which the first disbursement is made on or after July
1, 1994, the applicable rate of interest shall, during any
12-month period beginning on July 1 and ending on
June 30, be determined on the preceding June 1 and be
equal to—

‘(i) the bond equivalent rate of 52-week Treasury
bills auctioned at final auction held prior to such
June 1; plus

‘“(ii) 8.1 percent,

except that such rate shall not exceed 9 percent.”

1998—Subsec. (b)(5). Pub. L. 105-178, §8301(c)(2), which
directed amendment of section 455(b) (20 U.S.C.
1087e(b)) by adding par. (5), was executed to this sec-
tion, which is section 455(b) of Pub. L. 89-329, to reflect
the probable intent of Congress. Former par. (5) redes-
ignated (6).

Subsec. (b)(6). Pub. L. 105-244, §452(a)(1), added par. (6)
relating to interest rate provision for new loans.

Pub. L. 105-178, §8301(c)(1), which directed amendment
of section 455(b) (20 U.S.C. 1087e(b)) by redesignating
par. (5) as (6), was executed to this section, which is
section 455(b) of Pub. L. 89-329, to reflect the probable
intent of Congress.

Subsec. (b)(7). Pub. L. 105-244, §452(b), added par. (7).

Subsec. (g). Pub. L. 105-244, §452(c), struck out ‘‘only
under such terms and conditions as the Secretary shall
establish pursuant to section 1087g(a)(1) of this title or
regulations promulgated under this part’” after ‘‘sec-
tion 1078-3(a)(4) of this title”.

Subsecs. (j)(2), (k)(3). Pub. L. 105-244, §401(g)(6), sub-
stituted ‘‘Federal Pell Grants’ for ‘‘basic grants’’.

1994—Subsec. (£)(3), (4). Pub. L. 103-382 added pars. (3)
and (4).

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to terms and conditions of
loans for former provisions relating to withdrawal and
termination procedures.

1992—Pub. L. 102-325 amended section generally, sub-
stituting provisions relating to withdrawal and termi-
nation procedures for former provisions relating to fea-
sibility study.

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-152, title II, §2211(b), Mar. 30, 2010, 124
Stat. 1078, provided that: ‘“The amendment made by
subsection (a)(1) [amending this section] shall apply
with respect to loans first disbursed under part D of
title IV of the Higher Education Act of 1965 (20 U.S.C.
1087a et seq.) on or after July 1, 2010.”

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-39 effective as if enacted
on the date of enactment of Pub. L. 110-315 (Aug. 14,
2008), see section 3 of Pub. L. 111-39, set out as a note
under section 1001 of this title.

EFFECTIVE DATE OF 2007 AMENDMENT

Amendment by sections 201(b), 202(b), 205, and 401 of
Pub. L. 110-84 effective Oct. 1, 2007, see section 1(c) of
Pub. L. 110-84, set out as a note under section 1070a of
this title.

Amendment by section 203(b)(3) of Pub. L. 110-84 ef-
fective July 1, 2009, see section 203(c)(1) of Pub. L.
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110-84, set out as a note under section 1078-3 of this
title.

EFFECTIVE DATE OF 2006 AMENDMENT

Amendment by Pub. L. 109-171 effective July 1, 2006,
except as otherwise provided, see section 8001(c) of Pub.
L. 109-171, set out as a note under section 1002 of this
title.

Amendment by section 8007(b) of Pub. L. 109-171 ap-
plicable with respect to all loans under title IV of the
Higher Education Act of 1965 (20 U.S.C. 1070 et seq., 42
U.S.C. 2751 et seq.), see section 8007(f) of Pub. L. 109-171,
set out as a note under section 1078 of this title.

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by Pub. L. 107-314 applicable with re-
spect to interest, and any special allowance under sec-
tion 1087-1 of this title, that accrue for months begin-
ning on or after Oct. 1, 2003, on student loans described
in section 2174(c) of Title 10, Armed Forces, that were
made before, on, or after such date to members of the
Armed Forces who are on active duty (as defined in sec-
tion 101(d) of Title 10) on or after that date, see section
651(e) of Pub. L. 107-314, set out as an Effective Date
note under section 2174 of Title 10.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by sections 401(g)(6) and 452(b), (c) of
Pub. L. 105-244 effective Oct. 1, 1998, except as otherwise
provided in Pub. L. 105-244, see section 3 of Pub. L.
105-244, set out as a note under section 1001 of this title.

Pub. L. 105-244, title IV, §452(d), Oct. 7, 1998, 112 Stat.
1717, provided that: ‘“The amendments made by sub-
section (a) [amending this section] shall apply with re-
spect to any loan made under part D of title IV of the
Higher Education Act of 1965 [this part] for which the
first disbursement is made on or after October 1, 1998,
and before July 1, 2003, except that such amendments
shall apply with respect to a Federal Direct Consolida-
tion Loan for which the application is received on or
after October 1, 1998, and before July 1, 2003.”’

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-325 effective Oct. 1, 1992,
see section 2 of Pub. L. 102-325, set out as a note under
section 1001 of this title.

CONSTRUCTION OF 2006 AMENDMENT

Nothing in amendment by section 8007(b) of Pub. L.
109-171 to be construed to authorize any refunding of
any repayment of a loan, see section 8007(e) of Pub. L.
109-171, set out as a note under section 1078 of this title.

LIMITATION ON CONSOLIDATION LOANS DURING
TEMPORARY INTEREST RATE

Pub. L. 105-244, title IV, §452(a)(2), Oct. 7, 1998, 112
Stat. 1716, provided that: ‘‘Notwithstanding section
455(g) of the Higher Education Act of 1965 [subsec. (g) of
this section], a borrower who is enrolled or accepted for
enrollment in an institution of higher education may
not consolidate loans under such section during the pe-
riod beginning October 1, 1998, and ending February 1,
1999, unless the borrower certifies that the borrower
has no outstanding loans made, insured, or guaranteed
under title IV of such Act [20 U.S.C. 1070 et seq.; 42
U.S.C. 2751 et seq.] other than loans made under part D
of such title [this part].”

§ 1087f. Contracts

(a) Contracts for supplies and services
(1) In general

The Secretary shall, to the extent prac-
ticable, award contracts for origination, serv-
icing, and collection described in subsection
(b) of this section. In awarding such contracts,
the Secretary shall ensure that such services
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and supplies are provided at competitive
prices.

(2) Entities

The entities with which the Secretary may
enter into contracts shall include only entities
which the Secretary determines are qualified
to provide such services and supplies and will
comply with the procedures applicable to the
award of such contracts. In the case of award-
ing contracts for the origination, servicing,
and collection of loans under this part, the
Secretary shall enter into contracts only with
entities that have extensive and relevant expe-
rience and demonstrated effectiveness. The en-
tities with which the Secretary may enter into
such contracts shall include, where prac-
ticable, agencies with agreements with the
Secretary under sections 1078(b) and (c) of this
title, if such agencies meet the qualifications
as determined by the Secretary under this sub-
section and if those agencies have such experi-
ence and demonstrated effectiveness. In
awarding contracts to such State agencies, the
Secretary shall, to the extent practicable and
consistent with the purposes of this part, give
special consideration to State agencies with a
history of high quality performance to per-
form services for institutions of higher edu-
cation within their State.

(3) Rule of construction

Nothing in this section shall be construed as
a limitation of the authority of any State
agency to enter into an agreement for the pur-
poses of this section as a member of a consor-
tium of State agencies.

(4) Servicing by eligible not-for-profit servicers

(A) Servicing contracts

(i) In general

The Secretary shall contract with each
eligible not-for-profit servicer to service
loans originated under this part, if the
servicer—

(I) meets the standards for servicing
Federal assets that apply to contracts
awarded pursuant to paragraph (1); and

(IT) has the capacity to service the ap-
plicable loan volume allocation de-
scribed in subparagraph (B).

(ii) Competitive market rate determination
for first 100,000 borrower accounts

The Secretary shall establish a separate
pricing tier for each of the first 100,000 bor-
rower loan accounts at a competitive mar-
ket rate.

(iii) Ineligibility

An eligible not-for-profit servicer shall
no longer be eligible for a contract under
this paragraph after July 1, 2014, if—

(I) the servicer has not been awarded
such a contract before that date; or
(IT) the servicer’s contract was termi-
nated, and the servicer had not reapplied
for, and been awarded, a contract under
this paragraph.
(B) Allocations
(i) In general

The Secretary shall (except as provided
in clause (ii)) allocate to an eligible not-
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for-profit servicer, subject to the contract
of such servicer described in subparagraph
(A), the servicing rights for the loan ac-
counts of 100,000 borrowers (including bor-
rowers who borrowed loans in a prior year
that were serviced by the servicer).

(ii) Servicer allocation

The Secretary may reallocate, increase,
reduce, or terminate an eligible not-for-
profit servicer’s allocation of servicing
rights under clause (i) based on the per-
formance of such servicer, on the same
terms as loan allocations provided by con-
tracts awarded pursuant to paragraph (1).

(b) Contracts for origination, servicing, and data

systems

The Secretary may enter into contracts for—

(1) the alternative origination of loans to
students attending institutions of higher edu-
cation with agreements to participate in the
program under this part (or their parents), if
such institutions do not have agreements with
the Secretary under section 1087d(b) of this
title;

(2) the servicing and collection of loans
made or purchased under this part;

(3) the establishment and operation of 1 or
more data systems for the maintenance of
records on all loans made or purchased under
this part; and

(4) such other aspects of the direct student
loan program as the Secretary determines are
necessary to ensure the successful operation of
the program.

(c) Definition of eligible not-for-profit servicer

In this section:
(1) In general

The term ‘‘eligible not-for-profit servicer”
means an entity—
(A) that is not owned or controlled in
whole or in part by—
(i) a for-profit entity; or
(ii) a nonprofit entity having its prin-
cipal place of business in another State;
and

(B) that—
(i) as of July 1, 2009—

(I) meets the definition of an eligible
not-for-profit holder under section
1085(p) of this title, except that such
term does not include eligible lenders de-
scribed in paragraph (1)(D) of such sec-
tion; and

(IT) was performing, or had entered
into a contract with a third party serv-
icer (as such term is defined in section
1088(c) of this title) who was performing,
student loan servicing functions for
loans made under part B of this sub-
chapter;

(ii) notwithstanding clause (i), as of July
1, 2009—

(I) is the sole beneficial owner of a loan
for which the special allowance rate is
calculated under section
1087-1(b)(2)(I)(vi)(II) of this title because
the loan is held by an eligible lender
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trustee that is an eligible not-for-profit
holder as defined wunder section
1085(p)(1)(D) of this title; and

(IT) was performing, or had entered
into a contract with a third party serv-
icer (as such term is defined in section
1088(c) of this title) who was performing,
student loan servicing functions for
loans made under part B of this sub-
chapter; or

(iii) is an affiliated entity of an eligible
not-for-profit servicer described in clause
(i) or (ii) that—

(I) directly employs, or will directly
employ (on or before the date the entity
begins servicing loans under a contract
awarded by the Secretary pursuant to
subsection (a)(3)(A)),! the majority of in-
dividuals who perform borrower-specific
student loan servicing functions; and

(IT) as of July 1, 2009, was performing,
or had entered into a contract with a
third party servicer (as such term is de-
fined in section 1088(c) of this title) who
was performing, student loan servicing
functions for loans made under part B of
this subchapter.

(2) Affiliated entity

For the purposes of paragraph (1), the term
“‘affiliated entity’’—

(A) means an entity contracted to perform
services for an eligible not-for-profit serv-
icer that—

(i) is a nonprofit entity or is wholly
owned by a nonprofit entity; and
(ii) is not owned or controlled, in whole
or in part, by—
(I) a for-profit entity; or
(IT) an entity having its principal place
of business in another State; and

(B) may include an affiliated entity that is
established by an eligible not-for-profit serv-
icer after March 30, 2010, if such affiliated
entity is otherwise described in paragraph
(1)(B)({ii)(I) and subparagraph (A) of this
paragraph.

(Pub. L. 89-329, title IV, §456, as added Pub. L.
102-325, title IV, §451, July 23, 1992, 106 Stat. 572;
amended Pub. L. 103-66, title IV, §4021, Aug. 10,
1993, 107 Stat. 352; Pub. L. 105-244, title IV, §453,
Oct. 7, 1998, 112 Stat. 1717; Pub. L. 110-227, §7(c),
May 7, 2008, 122 Stat. 747; Pub. L. 111-152, title II,
§2212(a), Mar. 30, 2010, 124 Stat. 1078.)

AMENDMENTS

2010—Subsec. (a)(4). Pub. L. 111-152, §2212(a)(1)(A),
added par. (4).

Subsec. (¢). Pub. L. 111-152, §2212(a)(2), added subsec.
(c).

2008—Subsec. (b)(2), (3). Pub. L. 110-227 inserted ‘‘or
purchased’ after ‘‘loans made’’.

1998—Subsec. (b)(3). Pub. L. 105-244, §453(1), inserted
“‘and’” after semicolon.

Subsec. (b)(4), (5). Pub. L. 105-244, §453(2), (3), redesig-
nated par. (56) as (4) and struck out former par. (4) which
read as follows: ‘‘services to assist in the orderly tran-
sition from the loan programs under part B of this sub-
chapter to the direct student loan program under this
part; and’’.

180 in original. Probably should be ‘‘subsection (a)(4)(A)),”.
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1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to contracts for former
provisions relating to terms and conditions.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-244 effective Oct. 1, 1998,
except as otherwise provided in Pub. L. 105-244, see sec-
tion 3 of Pub. L. 105-244, set out as a note under section
1001 of this title.

EFFECTIVE DATE

Section effective Oct. 1, 1992, see section 2 of Pub. L.
102-325, set out as an Effective Date of 1992 Amendment
note under section 1001 of this title.

§1087g. Repealed. Pub. L. 111-39, title IV,
§404(b)(3), July 1, 2009, 123 Stat. 1946

Section, Pub. L. 89-329, title IV, §457, as added Pub.
L. 102-325, title IV, §451, July 23, 1992, 106 Stat. 572;
amended Pub. L. 103-66, title IV, §4021, Aug. 10, 1993, 107
Stat. 352, related to regulatory activities associated
with implementation of the first year of the direct stu-
dent loan program authorized by part C, including es-
tablishment of closing date for applications not later
than Oct. 1, 1993, and publication of list of selected in-
stitutions not later than Jan. 1, 1994.

EFFECTIVE DATE OF REPEAL

Repeal effective as if enacted on the date of enact-
ment of Pub. L. 110-315 (Aug. 14, 2008), see section 3 of
Pub. L. 111-39, set out as an Effective Date of 2009
Amendment note under section 1001 of this title.

§ 1087h. Funds for administrative expenses

(a) Administrative expenses
(1) Mandatory funds for fiscal year 2006

For fiscal year 2006, there shall be available
to the Secretary, from funds not otherwise ap-
propriated, funds to be obligated for—

(A) administrative costs under this part
and part B, including the costs of the direct
student loan programs under this part; and

(B) account maintenance fees payable to
guaranty agencies under part B and cal-
culated in accordance with subsections (b)
and (c),

not to exceed (from such funds not otherwise
appropriated) $820,000,000 in fiscal year 2006.

(2) Mandatory funds for eligible not-for-profit
servicers

For fiscal years 2010 through 2019, there shall
be available to the Secretary, in addition to
any other amounts appropriated to carry out
this paragraph and out of any money in the
Treasury not otherwise appropriated, funds to
be obligated for administrative costs of servic-
ing contracts with eligible not-for-profit serv-
icers as described in section 1087f of this title.

(3) Authorization for administrative costs be-
ginning in fiscal years 2007 through 2014

For each of the fiscal years 2007 through
2014, there are authorized to be appropriated
such sums as may be necessary for administra-
tive costs under this part and part B, includ-
ing the costs of the direct student loan pro-
grams under this part.

(4) Continuing mandatory funds for account
maintenance fees

For each of the fiscal years 2007 through
2014, there shall be available to the Secretary,
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from funds not otherwise appropriated, funds
to be obligated for account maintenance fees
payable to guaranty agencies under part B and
calculated in accordance with subsection (b).

(5) Account maintenance fees

Account maintenance fees under paragraph
(3)1 shall be paid quarterly and deposited in
the Agency Operating Fund established under
section 1072b of this title.

(6) Technical assistance to institutions of high-
er education

(A) Provision of assistance

The Secretary shall provide institutions of
higher education participating, or seeking to
participate, in the loan programs under this
part with technical assistance in establish-
ing and administering such programs.

(B) Funds

There are authorized to be appropriated,
and there are appropriated, to carry out this
paragraph (in addition to any other amounts
appropriated to carry out this paragraph and
out of any money in the Treasury not other-
wise appropriated), $50,000,000 for fiscal year
2010.

(C) Definition

In this paragraph, the term ‘‘assistance”
means the provision of technical support,
training, materials, technical assistance,
and financial assistance.

(7) Additional payments
(A) Provision of assistance

The Secretary shall provide payments to
loan servicers for retaining jobs at locations
in the United States where such servicers
were operating under part B on January 1,
2010.

(B) Funds

There are authorized to be appropriated,
and there are appropriated, to carry out this
paragraph (in addition to any other amounts
appropriated to carry out this paragraph and
out of any money in the Treasury not other-
wise appropriated), $25,000,000 for each of the
fiscal years 2010 and 2011.

(8) Carryover

The Secretary may carry over funds made
available under this section to a subsequent
fiscal year.

(b) Calculation basis

Account maintenance fees payable to guar-
anty agencies under subsection (a)(4) shall be
calculated on the basis of 0.06 percent of the
original principal amount of outstanding loans
on which insurance was issued under part B.

(¢) Budget justification

No funds may be expended under this section
unless the Secretary includes in the Department
of Education’s annual budget justification to
Congress a detailed description of the specific
activities for which the funds made available by
this section have been used in the prior and cur-

1See References in Text note below.
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rent years (if applicable), the activities and
costs planned for the budget year, and the pro-
jection of activities and costs for each remain-
ing year for which administrative expenses
under this section are made available.

(Pub. L. 89-329, title IV, §458, as added Pub. L.
102-325, title IV, §451, July 23, 1992, 106 Stat. 573;
amended Pub. L. 103-66, title IV, §4021, Aug. 10,
1993, 107 Stat. 353; Pub. L. 104-19, title I, §601,
July 27, 1995, 109 Stat. 219; Pub. L. 105-33, title
VI, §6103, Aug. 5, 1997, 111 Stat. 652; Pub. L.
105-78, title VI, §609(), Nov. 13, 1997, 111 Stat.
1524; Pub. L. 105-244, title IV, §454, Oct. 7, 1998,
112 Stat. 1717; Pub. L. 109-171, title VIII, §8015,
Feb. 8, 2006, 120 Stat. 172; Pub. L. 109-292, §5,
Sept. 30, 2006, 120 Stat. 1341; Pub. L. 110-84, title
III, §306, Sept. 27, 2007, 121 Stat. 800; Pub. L.
110-315, title IV, §452, Aug. 14, 2008, 122 Stat. 3263;
Pub. L. 111-152, title II, §2212(b), Mar. 30, 2010, 124
Stat. 1080.)

REFERENCES IN TEXT

Paragraph (3), referred to in subsec. (a)(5), was redes-
ignated par. (4) by Pub. L. 111-152, §2212(b)(1)(B).

AMENDMENTS

2010—Subsec. (a)(2) to (8). Pub. L. 111-152, §2212(b)(1),
added pars. (2), (6), and (7) and redesignated former
pars. (2), (3), (4), and (5) as (3), (4), (5), and (8), respec-
tively.

Subsec. (b). Pub. L. 111-152, §2212(b)(2), substituted
‘“‘subsection (a)(4)” for ‘‘subsection (a)(3)".

2008—Subsec. (a)(2). Pub. L. 110-315, §452(1),
stituted ‘2014 for ‘2011’ in heading and text.

Subsec. (a)(3). Pub. L. 110-315, §452(2), substituted
2014 for “*2011”".

2007—Subsec. (b). Pub. L. 110-84 substituted ‘‘0.06 per-
cent” for “°0.10 percent’’.

2006—Pub. L. 109-171 reenacted section catchline
without change and amended text generally. Prior to
amendment, text consisted of subsecs. (a) to (d) relat-
ing to administrative expenses, calculation basis for
account maintenance fees payable to guaranty agen-
cies, special rules relating to caps on account mainte-
nance fees and insufficient funding, and budget jus-
tification for funds expended, respectively.

Subsec. (b). Pub. L. 109-292 substituted ‘‘shall be cal-
culated on” for ‘‘shall not exceed”.

1998—Subsec. (a). Pub. L. 105-244, §454(1), amended
heading and text of subsec. (a) generally. Prior to
amendment, subsec. (a) related to availability of funds
for administrative costs and cost allowances.

Subsec. (b). Pub. L. 105-244, §454(2), amended heading
and text of subsec. (b) generally. Prior to amendment,
text read as follows: ‘“‘Funds made available under sub-
section (a) of this section shall remain available until
expended.”’

Subsec. (¢). Pub. L. 105-244, §454(5), added subsec. (c).
Former subsec. (¢) redesignated (d).

Subsec. (d). Pub. L. 105-244, §454(4), redesignated sub-
sec. (¢) as (d).

Pub. L. 105-244, §454(3), struck out heading and text of
subsec. (d). Text read as follows: ‘‘In the event the Sec-
retary finds it necessary to use the authority provided
to the Secretary under subsection (a) of this section to
draw funds for administrative expenses from a future
year’s funds, no funds may be expended under this sec-
tion unless the Secretary immediately notifies the
Committees on Appropriations of the Senate and of the
House of Representatives, and the Labor and Human
Resources Committee of the Senate and the Education
and Labor Committee of the House of Representatives,
of such action and explain the reasons for such action.”

1997—Subsec. (a). Pub. L. 105-33 amended heading and
text of subsec. (a) generally. Prior to amendment, text
read as follows: ‘‘Each fiscal year, there shall be avail-

sub-
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able to the Secretary of Education from funds available
pursuant to section 1072(g) of this title and from funds
not otherwise appropriated, funds to be obligated for
administrative costs under this part, including the
costs of the transition from the loan programs under
part B of this subchapter to the direct student loan pro-
grams under this part (including the costs of annually
assessing the program under this part and the progress
of the transition) and transition support (including ad-
ministrative costs) for the expenses of guaranty agen-
cies in servicing outstanding loans in their portfolios
and in guaranteeing new loans, not to exceed (from
such funds not otherwise appropriated) $260,000,000 in
fiscal year 1994, $284,000,000 in fiscal year 1995,
$550,000,000 in fiscal year 1996, $595,000,000 in fiscal year
1997, and $750,000,000 in fiscal year 1998. If in any fiscal
year the Secretary determines that additional funds for
administrative expenses are needed as a result of such
transition or the expansion of the direct student loan
programs under this part, the Secretary is authorized
to use funds available under this section for a subse-
quent fiscal year for such expenses, except that the
total expenditures by the Secretary (from such funds
not otherwise appropriated) shall not exceed
$2,439,000,000 in fiscal years 1994 through 1998. The Sec-
retary is also authorized to carry over funds available
under this section to a subsequent fiscal year.”

Subsec. (a)(1). Pub. L. 105-78 substituted *‘$507,000,000*’
for “$532,000,000”” in closing provisions.

1995—Subsec. (a). Pub. L. 10419 substituted
¢‘$284,000,000 in fiscal year 1995 for ‘$345,000,000 in fis-
cal year 1995 and ‘‘$2,439,000,000 in fiscal years 1994
through 1998 for ‘$2,500,000,000 in fiscal years 1994
through 1998.

1993—Pub. L. 103-66 amended section generally, sub-
stituting provisions relating to funds for administra-
tive expenses for former provisions relating to reports.

EFFECTIVE DATE OF 2007 AMENDMENT

Amendment by Pub. L. 110-84 effective Oct. 1, 2007,
see section 1(c) of Pub. L. 110-84, set out as a note under
section 1070a of this title.

EFFECTIVE DATE OF 2006 AMENDMENT

Amendment by Pub. L. 109-171 effective July 1, 2006,
except as otherwise provided, see section 8001(c) of Pub.
L. 109-171, set out as a note under section 1002 of this
title.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-244 effective Oct. 1, 1998,
except as otherwise provided in Pub. L. 105-244, see sec-
tion 3 of Pub. L. 105-244, set out as a note under section
1001 of this title.

EFFECTIVE DATE

Section effective Oct. 1, 1992, see section 2 of Pub. L.
102-325, set out as an Effective Date of 1992 Amendment
note under section 1001 of this title.

CONSTRUCTION

Section 609(m) of Pub. L. 105-78 provided that: ‘“Noth-
ing in this Act [see Tables for classification] or an
amendment made by this Act shall be construed to pro-
hibit the Secretary of Education from using funds that
are returned or otherwise recovered by the Secretary
under section 422(g) of the Higher Education Act of 1965
(20 U.S.C. 1072(g)) including the balances of returned re-
serve funds, formerly held by the Higher Education As-
sistance Foundation, that are currently held in Higher
Education Assistance Foundation Claims Reserves,
Treasury account number 91X6192, for expenditure for
expenses pursuant to section 458 of such Act (20 U.S.C.
1087h).”

USE OF FUNDS FOR ADMINISTRATIVE EXPENSES OF
WILLIAM D. FORD DIRECT LOAN PROGRAM PROHIBITED

Pub. L. 104-208, div. A, title I, §101(e) [title III, §304],
Sept. 30, 1996, 110 Stat. 3009-233, 3009-261, provided in
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part that: ‘‘Notwithstanding section 458 of the Higher
Education Act [of 1965] [20 U.S.C. 1087h], the Secretary
may not use funds available under that section or any
other section for subsequent fiscal years for adminis-
trative expenses of the William D. Ford Direct Loan
Program.”

Similar provisions were contained in the following
prior appropriation act:

Pub. L. 104-134, title I, §101(d) [title III, §305], Apr. 26,
1996, 110 Stat. 1321-211, 1321-236; renumbered title I,
Pub. L. 104-140, § 1(a), May 2, 1996, 110 Stat. 1327.

§ 1087i. Authority to sell loans

The Secretary, in consultation with the Sec-
retary of the Treasury, is authorized to sell
loans made under this part on such terms as the
Secretary determines are in the best interest of
the United States, except that any such sale
shall not result in any cost to the Federal Gov-
ernment. Notwithstanding any other provision
of law, the proceeds of any such sale may be
used by the Secretary to offer reductions in the
interest rate paid by a borrower of a loan made
under this part as the Secretary determines ap-
propriate to encourage on-time repayment in ac-
cordance with section 1087e(b)(7) of this title.
Such reductions may be offered only if the Sec-
retary determines the reductions are in the best
financial interests of the Federal Government.

(Pub. L. 89-329, title IV, §459, as added Pub. L.
105-244, title IV, §455, Oct. 7, 1998, 112 Stat. 1718.)

PRIOR PROVISIONS

A prior section 1087i, Pub. L. 89-329, title IV, §459, as
added Pub. L. 102-325, title IV, §451, July 23, 1992, 106
Stat. 575, which related to schedule of regulatory ac-
tivities by Secretary under Federal direct loan dem-
onstration program, was omitted in the general amend-
ment of this part by Pub. L. 103-66.

EFFECTIVE DATE

Section effective Oct. 1, 1998, except as otherwise pro-
vided in Pub. L. 105-244, see section 3 of Pub. L. 105-244,
set out as an Effective Date of 1998 Amendment note
under section 1001 of this title.

§1087i-1. Temporary authority to purchase stu-
dent loans

(a) Authority to purchase
(1) Authority; determination required

Upon a determination by the Secretary that
there is an inadequate availability of loan cap-
ital to meet the demand for loans under sec-
tions 1078, 1078-2, or 1078-8 of this title, wheth-
er as a result of inadequate liquidity for such
loans or for other reasons, the Secretary, in
consultation with the Secretary of the Treas-
ury, is authorized to purchase, or enter into
forward commitments to purchase, from any
eligible lender, as defined by section 1085(d)(1)
of this title, loans first disbursed under sec-
tions 1078, 1078-2, or 1078-8 of this title on or
after October 1, 2003, and before July 1, 2010, on
such terms as the Secretary, the Secretary of
the Treasury, and the Director of the Office of
Management and Budget jointly determine are
in the best interest of the United States, ex-
cept that any purchase under this section
shall not result in any net cost to the Federal
Government (including the cost of servicing
the loans purchased), as determined jointly by
the Secretary, the Secretary of the Treasury,
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and the Director of the Office of Management
and Budget.

(2) Federal Register notice

The Secretary, the Secretary of the Treas-
ury, and the Director of the Office of Manage-
ment and Budget, shall jointly publish a no-
tice in the Federal Register prior to any pur-
chase of loans under paragraph (1) that—

(A) establishes the terms and conditions
governing the purchases authorized by para-
graph (1);

(B) includes an outline of the methodology
and factors that the Secretary, the Sec-
retary of the Treasury, and the Director of
the Office of Management and Budget, will
jointly consider in evaluating the price at
which to purchase loans made under section
1078, 1078-2, or 1078-8 of this title; and

(C) describes how the use of such meth-
odology and consideration of such factors
used to determine purchase price will ensure
that loan purchases do not result in any net
cost to the Federal Government (including
the cost of servicing the loans purchased).

(3) Temporary authority to purchase rehabili-
tated loans

(A) Authority

In addition to the authority described in
paragraph (1), the Secretary, in consultation
with the Secretary of the Treasury, is au-
thorized to purchase, or enter into forward
commitments to purchase, from any eligible
lender (as defined in section 1085(d)(1) of this
title), loans that such lender purchased
under section 1078-6 of this title on or after
October 1, 2003, and before July 1, 2010, and
that are not in default, on such terms as the
Secretary, the Secretary of the Treasury,
and the Director of the Office of Manage-
ment and Budget jointly determine are in
the best interest of the United States, except
that any purchase under this paragraph
shall not result in any net cost to the Fed-
eral Government (including the cost of serv-
icing the loans purchased), as determined
jointly by the Secretary, the Secretary of
the Treasury, and the Director of the Office
of Management and Budget.

(B) Federal Register notice

The Secretary, the Secretary of the Treas-
ury, and the Director of the Office of Man-
agement and Budget shall jointly publish a
notice in the Federal Register prior to any
purchase of loans under this paragraph
that—

(i) establishes the terms and conditions
governing the purchases authorized by this
paragraph;

(ii) includes an outline of the methodol-
ogy and factors that the Secretary, the
Secretary of the Treasury, and the Direc-
tor of the Office of Management and Budg-
et will jointly consider in evaluating the
price at which to purchase loans rehabili-
tated pursuant to section 1078-6(a) of this
title; and

(iii) describes how the use of such meth-
odology and consideration of such factors
used to determine purchase price will en-
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sure that loan purchases do not result in
any net cost to the Federal Government
(including the cost of servicing the loans
purchased).

(b) Proceeds

The Secretary shall require, as a condition of
any purchase under subsection (a), that the
funds paid by the Secretary to any eligible lend-
er under this section be used—

(1) to ensure continued participation of such
lender in the Federal student loan programs
authorized under part B of this subchapter;
and

(2)(A) in the case of loans purchased pursu-
ant to subsection (a)(1), to originate new Fed-
eral loans to students, as authorized under
part B of this subchapter; or

(B) in the case of loans purchased pursuant
to subsection (a)(3), to originate such new Fed-
eral loans to students, or to purchase loans in
accordance with section 1078-6(a) of this title.

(¢) Maintaining servicing arrangements

The Secretary may, if agreed upon by an eligi-
ble lender selling loans under this section, con-
tract with such lender for the servicing of the
loans purchased, provided that—

(1) the cost of such servicing arrangement
does not exceed the cost the Federal Govern-
ment would otherwise incur for the servicing
of loans purchased, as determined under sub-
section (a); and

(2) such servicing arrangement is in the best
interest of the borrowers whose loans are pur-
chased.

(d) Guaranty agency responsibilities and pay-
ments

Notwithstanding any other provision of this
chapter and part C of subchapter I of chapter 34
of title 42, beginning on the date on which the
Secretary purchases a loan under this section—

(1) the guaranty agency that insured such
loan shall cease to have any obligations, re-
sponsibilities, or rights (including rights to
any payment) under this chapter and part C of
subchapter I of chapter 34 of title 42 for any
activity related to the administration of such
loan that is carried out or required to be car-
ried out on or after the date of such purchase;
and

(2) the insurance issued by such agency pur-
suant to section 1078(b) of this title for such
loan shall cease to be effective with respect to
any default on such loan that occurs on or
after the date of such purchase.

(e) Reports and cost estimates

The Secretary shall prepare, transmit to the
authorizing committees, and make available to
the public, the following:

(1) Quarterly reports
(A) Contents

Not later than 60 days after the end of
each quarter during the period beginning
July 1, 2008, and ending September 30, 2010, a
quarterly report on—

(i) the number of loans the Secretary has
agreed to purchase, or has purchased,
using the authority provided under this
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section, and the total amount of outstand-
ing principal and accrued interest of such
loans, during such period; and

(ii) the number of loans in which the
Secretary has purchased a participation
interest, and the total amount of out-
standing principal and accrued interest of
such loans, during such period.

(B) Disaggregated information

For each quarterly report, the information
described in clauses (i) and (ii) of subpara-
graph (A) shall be disaggregated by lender
and, for each lender, by category of institu-
tion (using the categories described in sec-
tion 1015a(d) of this title) and type of loan.

(2) Estimates of purchase program costs

Not later than February 15, 2011, an estimate
of the costs associated with the program of
purchasing loans described in paragraph
(1)(A)(Q) during the period beginning July 1,
2008, and ending September 30, 2010, and an es-
timate of the costs associated with the pro-
gram of purchasing a participation interest in
loans described in paragraph (1)(A)(ii) during
such period. Each such estimate shall—

(A) contain the same level of detail, and be
reported in a similar manner, as the budget
estimates provided for the loan program
under part B and the direct student loan pro-
gram under this part in the President’s an-
nual budget submission to Congress, except
that current and future administrative costs
shall also be reported;

(B) include an estimate of the gross and
net outlays that have been, or will be, in-
curred by the Federal Government (includ-
ing subsidy and administrative costs, and
any payments made by the Department to
lenders, trusts, or other entities related to
such activities) in purchasing such loans or
purchasing a participation interest in such
loans during such period (as applicable); and

(C) include a comparison of—

(i) the average amount of the gross and
net outlays (including costs and payments)
described in subparagraph (B) for each $100
of loans purchased or for which a partici-
pation interest was purchased (as applica-
ble) during such period, disaggregated by
type of loan; with

(ii) the average amount of such gross and
net outlays (including costs and payments)
to the Federal Government for each $100 of
comparable loans made under this part
and part B during such period, dis-
aggregated by part and by type of loan.

(3) Annual cost estimates

Not later than February 15 of the fiscal year
following each of the fiscal years 2008, 2009,
2010, and 2011, an annual estimate of the costs
associated with the program of purchasing
loans described in paragraph (1)(A)(i), and an
annual estimate of the costs associated with
the program of purchasing a participation in-
terest in loans described in paragraph
(1)(A)(ii), that includes the information de-
scribed in paragraph (2) for such fiscal year.

(f) Expiration of authority

The Secretary’s authority to purchase loans
under this section shall expire on July 1, 2010.
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(Pub. L. 89-329, title IV, §459A, as added Pub. L.
110-227, §7(b), May 7, 2008, 122 Stat. 746; amended
Pub. L. 110-315, title IV, §453, Aug. 14, 2008, 122
Stat. 3263; Pub. L. 110-350, §1, Oct. 7, 2008, 122
Stat. 3947; Pub. L. 111-39, title IV, §404(a), July
1, 2009, 123 Stat. 1945.)

AMENDMENTS

2009—Subsec. (a)(2). Pub. L. 111-39, §404(a)(1)(A), sub-
stituted ‘‘purchase of loans under paragraph (1)’ for
“‘purchase of loans under this section’ in introductory
provisions.

Subsec. (a)(3). Pub. L. 111-39, §404(a)(1)(B), added par.
3)

Subsec. (b). Pub. L. 111-39, §404(a)(2), amended subsec.
(b) generally. Prior to amendment, text read as follows:
““The Secretary shall require, as a condition of any pur-
chase under subsection (a), that the funds paid by the
Secretary to any eligible lender under this section
shall be used: (1) to ensure continued participation of
such lender in the Federal student loan programs au-
thorized under part B of this subchapter; and (2) to
originate new Federal loans to students, as authorized
under part B of this subchapter.”

2008—Subsec. (a)(1). Pub. L. 110-350, §1(1), substituted
“July 1, 2010 for ‘““‘July 1, 2009”".

Subsecs. (d), (e). Pub. L. 110-315, §453(2), added sub-
secs. (d) and (e). Former subsec. (d) redesignated (f).

Subsec. (e)(1)(A). Pub. L. 110-350, §1(2)(A), substituted
‘““‘September 30, 2010’ for ‘‘September 30, 2009’ in intro-
ductory provisions.

Subsec. (e)(2). Pub. L. 110-350, §1(2)(A), (B), sub-
stituted ‘‘February 15, 2011”’ for ‘‘February 15, 2010’ and
‘‘September 30, 2010”° for ‘‘September 30, 2009’ in intro-
ductory provisions.

Subsec. (e)(3). Pub. L. 110-350, §1(2)(C), substituted
€¢2009, 2010, and 2011 for ‘2009, and 2010”".

Subsec. (f). Pub. L. 110-350, §1(1), substituted ‘“July 1,
2010 for ‘‘July 1, 2009°".

Pub. L. 110-315, §453(1), redesignated subsec. (d) as (f).

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-39 effective as if enacted
on the date of enactment of Pub. L. 110-315 (Aug. 14,
2008), see section 3 of Pub. L. 111-39, set out as a note
under section 1001 of this title.

§1087i-2. Temporary loan consolidation author-
ity
(a) Temporary loan consolidation authority
(1) In general

A borrower who has 1 or more loans in 2 or
more of the categories described in paragraph
(2), and who has not yet entered repayment on
1 or more of those loans in any of the cat-
egories, may consolidate all of the loans of the
borrower that are described in paragraph (2)
into a Federal Direct Consolidation Loan dur-
ing the period described in paragraph (3).

(2) Categories of loans that may be consoli-
dated

The categories of loans that may be consoli-
dated under paragraph (1) are—

(A) loans made under this part;

(B) loans purchased by the Secretary pur-
suant to section 1087i-1 of this title; and

(C) loans made under part B that are held
by an eligible lender, as such term is defined
in section 1085(d) of this title.

(3) Time period in which loans may be consoli-
dated

The Secretary may make a Federal Direct
Consolidation Loan under this section to a
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borrower whose application for such Federal
Direct Consolidation Loan is received on or
after July 1, 2010, and before July 1, 2011.

(b) Terms of loans

A Federal Direct Consolidation Loan made
under this section shall have the same terms
and conditions as a Federal Direct Consolidation
Loan made under section 1087e(g) of this title,
except that—

(1) in determining the applicable rate of in-
terest on the Federal Direct Consolidation
Loan made under this section (other than on a
Federal Direct Consolidation Loan described
in paragraph (2)), section 1077a(l)(3) of this
title shall be applied without rounding the
weighted average of the interest rate on the
loans consolidated to the nearest higher one-
eighth of 1 percent as described in subpara-
graph (A) of section 1077a(1)(3) of this title; and

(2) if a Federal Direct Consolidation Loan
made under this section that repays a loan
which is subject to an interest rate deter-
mined under section 1077a(g)(2), (j)(2), or (kK)(2)
of this title, then the interest rate for such
Federal Direct Consolidation Loan shall be
calculated—

(A) by using the applicable rate of interest
described in section 1077a(g)(2), (j)(2), or
(k)(2) of this title, respectively; and

(B) in accordance with section 1077a(1)(3) of
this title.

(Pub. L. 89-329, title IV, §459B, as added Pub. L.
111-152, title II, §2206(b), Mar. 30, 2010, 124 Stat.
1075.)

§1087j. Loan cancellation for teachers

(a) Statement of purpose

It is the purpose of this section to encourage
individuals to enter and continue in the teach-
ing profession.

(b) Program authorized

The Secretary shall carry out a program of
canceling the obligation to repay a qualified
loan amount in accordance with subsection (c)
for Federal Direct Stafford Loans and Federal
Direct Unsubsidized Stafford Loans made under
this part for any new borrower on or after Octo-
ber 1, 1998, who—

(1) has been employed as a full-time teacher
for 5 consecutive complete school years—

(A) in a school or location that qualifies
under section 1087ee(a)(2)(A) of this title for
loan cancellation for Perkins loan recipients
who teach in such schools or locations; and

(B) if employed as an elementary school or
secondary school teacher, is highly qualified
as defined in section 7801 of this title, or
meets the requirements of subsection (g)(3);
and

(2) is not in default on a loan for which the
borrower seeks forgiveness.
(¢) Qualified loan amounts
(1) In general

The Secretary shall cancel not more than
$5,000 in the aggregate of the loan obligation
on a Federal Direct Stafford Loan or a Federal
Direct Unsubsidized Stafford Loan that is out-
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standing after the completion of the fifth com-
plete school year of teaching described in sub-
section (b)(1). No borrower may receive a re-
duction of loan obligations under both this
section and section 1078-10 of this title.

(2) Treatment of consolidation loans

A loan amount for a Federal Direct Consoli-
dation Loan may be a qualified loan amount
for the purposes of this subsection only to the
extent that such loan amount was used to
repay a Federal Direct Stafford Loan, a Fed-
eral Direct Unsubsidized Stafford Loan, or a
loan made under section 1078 or 1078-8 of this
title, for a borrower who meets the require-
ments of subsection (b), as determined in ac-
cordance with regulations prescribed by the
Secretary.

(3) Additional amounts for teachers in mathe-
matics, science, or special education

Notwithstanding the amount specified in
paragraph (1), the aggregate amount that the
Secretary shall cancel under this section shall
be not more than $17,500 in the case of—

(A) a secondary school teacher—

(i) who meets the requirements of sub-
section (b); and

(ii) whose qualifying employment for
purposes of such subsection is teaching
mathematics or science on a full-time
basis; and

(B) an elementary school or secondary
school teacher—

(i) who meets the requirements of sub-
section (b);

(ii) whose qualifying employment for
purposes of such subsection is as a special
education teacher whose primary respon-
sibility is to provide special education to
children with disabilities (as those terms
are defined in section 1401 of this title);
and

(iii) who, as certified by the chief admin-
istrative officer of the public or non-profit
private elementary school or secondary
school in which the borrower is employed,
or, in the case of a teacher who is em-
ployed by an educational service agency,
as certified by the chief administrative of-
ficer of such agency, is teaching children
with disabilities that correspond with the
borrower’s special education training and
has demonstrated knowledge and teaching
skills in the content areas of the elemen-
tary school or secondary school curricu-
lum that the borrower is teaching.

(d) Regulations

The Secretary is authorized to issue such reg-
ulations as may be necessary to carry out the
provisions of this section.
(e) Construction

Nothing in this section shall be construed to
authorize any refunding of any canceled loan.
(f) List

If the list of schools in which a teacher may
perform service pursuant to subsection (b) is not

available before May 1 of any year, the Sec-
retary may use the list for the year preceding
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the year for which the determination is made to
make such service determination.

(g) Additional eligibility provisions
(1) Continued eligibility

Any teacher who performs service in a
school that—
(A) meets the requirements of subsection
(b)(1)(A) in any year during such service; and
(B) in a subsequent year fails to meet the
requirements of such subsection, may con-
tinue to teach in such school and shall be el-
igible for loan cancellation pursuant to sub-
section (b).
(2) Prevention of double benefits

No borrower may, for the same voluntary
service, receive a benefit under both this sec-
tion and—

(A) section 1078-11 of this title;

(B) section 1087e(m) of this title; or

(C) subtitle D of title I of the National and
Community Service Act of 1990 (42 U.S.C.
12601 et seq.).

(3) Private school teachers

An individual who is employed as a teacher
in a private school and is exempt from State
certification requirements (unless otherwise
applicable under State law), may, in lieu of
the requirement of subsection (b)(1)(B), have
such employment treated as qualifying em-
ployment under this section if such individual
is permitted to and does satisfy rigorous sub-
ject knowledge and skills tests by taking com-
petency tests in the applicable grade levels
and subject areas. For such purposes, the com-
petency tests taken by such a private school
teacher shall be recognized by 5 or more
States for the purpose of fulfilling the highly
qualified teacher requirements under section
7801 of this title, and the score achieved by
such teacher on each test shall equal or exceed
the average passing score of those 5 States.

(h) “Year” defined

For the purpose of this section, the term
‘“‘year” where applied to service as a teacher
means an academic year as defined by the Sec-
retary.

(Pub. L. 89-329, title IV, §460, as added Pub. L.
105-244, title IV, §456, Oct. 7, 1998, 112 Stat. 1719;
amended Pub. L. 108-409, §3(a)(1)(B), (b)(2), Oct.
30, 2004, 118 Stat. 2300, 2301; Pub. L. 109-171, title
VIII, §8013(e)(2), Feb. 8, 2006, 120 Stat. 167; Pub.
L. 110-315, title IV, §454, Aug. 14, 2008, 122 Stat.
3265; Pub. L. 111-39, title IV, §404(b)(4), July 1,
2009, 123 Stat. 1946.)

REFERENCES IN TEXT

The National and Community Service Act of 1990, re-
ferred to in subsec. (g)(2)(D), is Pub. L. 101-610, Nov. 16,
1990, 104 Stat. 3127. Subtitle D of title I of the Act is
classified generally to division D of subchapter I (§12601
et seq.) of chapter 129 of Title 42, The Public Health and
Welfare. For complete classification of this Act to the
Code, see Short Title note set out under section 12501
of Title 42 and Tables.

PRIOR PROVISIONS

A prior section 1087j, Pub. L. 89-329, title IV, §459A, as
added Pub. L. 102-325, title IV, §451, July 23, 1992, 106
Stat. 575, which related to funds for administrative ex-
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penses under Federal direct loan demonstration pro-
gram, was omitted in the general amendment of this
part by Pub. L. 103-66.

AMENDMENTS

2009—Subsec. (c)(1). Pub. L. 111-39, §404(b)(4)(A), in-
serted at end ‘“No borrower may receive a reduction of
loan obligations under both this section and section
1078-10 of this title.”

Subsec. (g)(2). Pub. L. 111-39, §404(b)(4)(B), redesig-
nated subpars. (B) to (D) as (A) to (C), respectively, sub-
stituted ‘12601 for ‘12571’ in subpar. (C), and struck
out former subpar. (A) which read as follows: ‘‘section
1078-10 of this title;”.

2008—Subsec. (b). Pub. L. 110-315, §454(c), struck out
‘(1) In general” before ‘“The Secretary shall’’, redesig-
nated subpars. (A) and (B) of former par. (1) as pars. (1)
and (2), respectively, and cls. (i) and (ii) of former sub-
par. (A) as subpars. (A) and (B), respectively, of par. (1),
realigned margins, and struck out par. (2). Prior to
amendment, text of par. (2) read as follows: ‘“No bor-
rower may obtain a reduction of loan obligations under
both this section and section 1078-10 of this title.”

Subsec. (b)(1)(A)@). Pub. L. 110-315, §454(a)(1), inserted
“‘or location” after ‘‘a school” and ‘‘or locations’ after
‘‘such schools’.

Subsec. (c)(1). Pub. L. 110-315, §454(d)(1), substituted
‘‘subsection (b)(1)”’ for ‘‘subsection (b)(1)(A)”.

Subsec. (c)(3)(A)({), (B)(i). Pub. L. 110-315, §454(d)(2),
substituted ‘‘subsection (b)’’ for ‘‘subsection (b)(1)”.

Subsec. (¢)(3)(B)(iii). Pub. L. 110-315, §454(a)(2), in-
serted ‘‘or, in the case of a teacher who is employed by
an educational service agency, as certified by the chief
administrative officer of such agency,” after ‘‘borrower
is employed,”’.

Subsec. (2)(2). Pub. L. 110-315, §454(b), amended par.
(2) generally. Prior to amendment, text read as follows:
‘““No borrower may, for the same volunteer service, re-
ceive a benefit under both this section and subtitle D
of title I of the National and Community Service Act
of 1990 (42 U.S.C. 12571 et seq.)”.

Subsec. (g)(3). Pub. L. 110-315, §454(d)(3), substituted
‘“‘subsection (b)(1)(B)”’ for ‘‘subsection (b)(l)(A)(u)”

2006—Subsec. (b)(D)(A)(i). Pub 109-171,
§8013(e)(2)(A), inserted ¢, or meets the requlrements of
subsection (g)(3)”" after ‘‘section 7801 of this title”.

Subsec. (g)(3). Pub. L. 109-171, §8013(e)(2)(B), added
par. (3).

2004—Subsec. (b)(1)(A). Pub. L. 108-409, §3(a)(1)(B),
added cl. (ii) and struck out former cls. (ii) and (iii)
which read as follows:

“(ii) if employed as a secondary school teacher, is
teaching a subject area that is relevant to the borrow-
er’s academic major as certified by the chief adminis-
trative officer of the public or non-profit private sec-
ondary school in which the borrower is employed; and

“(iii) if employed as an elementary school teacher,
has demonstrated, as certified by the chief administra-
tive officer of the public or nonprofit private elemen-
tary school in which the borrower is employed, knowl-
edge and teaching skills in reading, writing, mathe-
matics and other areas of the elementary school cur-
riculum; and’’.

Subsec. (¢)(3). Pub. L. 108-409, §3(b)(2), added par. (3).

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-39 effective as if enacted
on the date of enactment of Pub. L. 110-315 (Aug. 14,
2008), see section 3 of Pub. L. 111-39, set out as a note
under section 1001 of this title.

EFFECTIVE DATE OF 2006 AMENDMENT

Amendment by Pub. L. 109-171 effective July 1, 2006,
except as otherwise provided, see section 8001(c) of Pub.
L. 109-171, set out as a note under section 1002 of this
title.

EFFECTIVE DATE OF 2004 AMENDMENT; TRANSITION
RULE

Amendment by section 3(b)(2) of Pub. L. 108-409 appli-
cable only with respect to eligible individuals who are
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new borrowers (as defined in section 1003 of this title)
on or after Oct. 1, 1998, see section 3(b)(3) of Pub. L.
108-409, as amended, set out as a note under section
1078-10 of this title.

For transition rules relating to amendments made by
section 3(a)(1)(B) of Pub. L. 108-409, see section 3(a)(2) of
Pub. L. 108-409, set out as a note under section 1078-10
of this title.

EFFECTIVE DATE

Section effective Oct. 1, 1998, except as otherwise pro-
vided in Pub. L. 105-244, see section 3 of Pub. L. 105-244,
set out as an Effective Date of 1998 Amendment note
under section 1001 of this title.

PART D—FEDERAL PERKINS LOANS
CODIFICATION

This part was added as part E of title IV of Pub. L.
89-329 by Pub. L. 92-318, title I, §137(b), June 23, 1972, 86
Stat. 273, and amended by Pub. L. 94482, Oct. 12, 1976,
90 Stat. 2081; Pub. L. 95-43, June 15, 1977, 91 Stat. 213;
Pub. L. 95-561, Nov. 1, 1978, 92 Stat. 2143; Pub. L. 9649,
Aug. 13, 1979, 93 Stat. 351; Pub. L. 96-374, Oct. 3, 1980, 94
Stat. 1367; Pub. L. 97-35, Aug. 13, 1981, 95 Stat. 357; Pub.
L. 97-301, Oct. 13, 1982, 96 Stat. 1400; Pub. L. 98-79, Aug.
15, 1983, 97 Stat. 476; Pub. L. 99272, Apr. 7, 1986, 100 Stat.
82. Such part is shown herein, however, as having been
added by Pub. L. 99-498, title IV, §405(a), Oct. 17, 1986,
100 Stat. 1439, without reference to such intervening
amendments because of the extensive revision of this
part by Pub. L. 99-498. The letter designation of this
part was changed from “E’ to “D’’ for codification pur-
poses. See Codification note preceding section 1087a of
this title.

§1087aa. Appropriations authorized
(a) Program authority

The Secretary shall carry out a program of
stimulating and assisting in the establishment
and maintenance of funds at institutions of
higher education for the making of low-interest
loans to students in need thereof to pursue their
courses of study in such institutions or while en-
gaged in programs of study abroad approved for
credit by such institutions. Loans made under
this part shall be known as ‘‘Federal Perkins
Loans”.

(b) Authorization of appropriations

(1) For the purpose of enabling the Secretary
to make contributions to student loan funds es-
tablished under this part, there are authorized
to be appropriated $300,000,000 for fiscal year 2009
and for each of the five succeeding fiscal years.

(2) In addition to the funds authorized under
paragraph (1), there are hereby authorized to be
appropriated such sums for fiscal year 2015 and
each of the 5 succeeding fiscal years as may be
necessary to enable students who have received
loans for academic years ending prior to October
1, 2015, to continue or complete courses of study.

(¢) Use of appropriations

Any sums appropriated pursuant to subsection
(b) of this section for any fiscal year shall be
available for apportionment pursuant to section
1087bb of this title and for payments of Federal
capital contributions therefrom to institutions
of higher education which have agreements with
the Secretary under section 1087cc of this title.
Such Federal capital contributions and all con-
tributions from such institutions shall be used
for the establishment, expansion, and mainte-
nance of student loan funds.
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(Pub. L. 89-329, title IV, §461, as added Pub. L.
99-498, title IV, §405(a), Oct. 17, 1986, 100 Stat.
1439; amended Pub. L. 102-325, title IV,
§461(a)(2)—(c), July 23, 1992, 106 Stat. 576; Pub. L.
105-244, title IV, §461, Oct. 7, 1998, 112 Stat. 1720;
Pub. L. 110-315, title IV, §461, Aug. 14, 2008, 122
Stat. 3265.)

PRIOR PROVISIONS

A prior section 1087aa, Pub. L. 89-329, title IV, §461, as
added Pub. L. 92-318, title I, §137(b), June 23, 1972, 86
Stat. 273; amended Pub. L. 94-482, title I, §130(a), (b),
Oct. 12, 1976, 90 Stat. 2146; Pub. L. 96-49, §5(d)(1), (2),
Aug. 13, 1979, 93 Stat. 352; Pub. L. 96-374, title IV, §441,
title XIII, §1391(a)(1), Oct. 3, 1980, 94 Stat. 1436, 1503, au-
thorized a program to establish and maintain funds at
institutions of higher education for making low-inter-
est loans to students, prior to the general revision of
this part by Pub. L. 99-498.

Another prior section 461 of Pub. L. 89-329 amended
former section 403 of this title.

AMENDMENTS

2008—Subsec. (b)(1). Pub. L. 110-315, §461(1), sub-
stituted ‘‘$300,000,000 for fiscal year 2009 and for each of
the five succeeding fiscal years’ for ‘‘$250,000,000 for fis-
cal year 1999 and such sums as may be necessary for
each of the 4 succeeding fiscal years’.

Subsec. (b)(2). Pub. L. 110-315, §461(2),
€¢2015” for ‘<2003’ in two places.

1998—Subsec. (b)(1). Pub. L.
stituted 1999 for <“1993”.

Subsec. (b)(2). Pub. L. 105-244, §461(2), substituted
€¢2003” for ‘1997’ in two places.

1992—Subsec. (a). Pub. L. 102-325, §461(a)(2), (b), in-
serted ‘‘or while engaged in programs of study abroad
approved for credit by such institutions’ after ‘‘in such
institutions” and substituted ‘‘Federal Perkins Loans”
for ““Perkins Loans’’.

Subsec. (b). Pub. L. 102-325, §461(c), amended subsec.
(b) generally. Prior to amendment, subsec. (b) read as
follows:

‘(1) For the purpose of enabling the Secretary to
make contributions to student loan funds established
under this part, there are authorized to be appropriated
$268,000,000 for fiscal year 1987 and such sums as may be
necessary for each of the 4 succeeding fiscal years.

‘(2) In addition there are hereby authorized to be ap-
propriated such sums for fiscal year 1991 and each of
the five succeeding fiscal years as may be necessary to
enable students who have received loans for academic
years ending prior to October 1, 1991, to continue or
complete courses of study.”

substituted

105-244, §461(1), sub-

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-244 effective Oct. 1, 1998,
except as otherwise provided in Pub. L. 105-244, see sec-
tion 3 of Pub. L. 105-244, set out as a note under section
1001 of this title.

§ 1087bb. Allocation of funds
(a) Allocation based on previous allocation

(1) From the amount appropriated pursuant to
section 1087aa(b) of this title for each fiscal
year, the Secretary shall first allocate to each
eligible institution an amount equal to—

(A) 100 percent of the amount received under
subsections (a) and (b) of this section for fiscal
year 1999 (as such subsections were in effect
with respect to allocations for such fiscal
year), multiplied by

(B) the institution’s default penalty, as de-
termined under subsection (e) of this section,

except that if the institution has a cohort de-
fault rate in excess of the applicable maximum
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